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ABS TRACT 
The·purpose·of the study was to determine the changes .in .the 
investment account of the Tennessee banks and study the underlying causes 
of variations and trends in the behavior of investment account management. 
The data for the study was obtained from statistics compiled 
by the Department of Finance, The University of Tennessee. The Federal 
Deposit Insurance Corporatio.n and Federal Reserve Banks .publications 
were the other maj or source of data. The study was restr�cted to the 
analysis of data for the period 19 45-1966 . 
In the analysis of data, the following relationships were 
observed: 
1. S i�e of. the investment account had been declining relative 
to total bank assets. 
2. S ize of the investment account had an inverse relationship 
to the size of banks. 
3.  Country banks had relatively larger investment accounts. 
4 .  State and local bonds were claiming an increasing proportion 
of the investment account, whereas the share o f u.s. 
government securities was declining. 
5 .  Average length o f  maturities was declining during the period. 
The observed changes 1� the management of t he investment account 
were traced to a more dyn�ic asset management, increased profit con­
scious banks, changes in market structure of the debt instruments, the 
deposits and the loans. 
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CHAPTER I 
INTRODUCTION 
Any ec onomy whi ch is growing is likely to undergo s tructural 
changes in indus try , labor and capi tal characteris tics . The direc tion 
of such an economic-change may be influenced by or influence the bank­
ing sys tem serving the economy . These changes would be reflected in 
the composi tion and �elationahip of the items cons tituti�g the as sets 
and liabili ties of the commercial banks . 
Commercial banking is a sys tem which accumulates , then allocates 
the savings of the region and directs the flow of these funds into 
various sectors of the economy. It also facili tates the inflow or  
outflow of  capital from the region i t  is serving . Therefore , the 
s truc tural features o f  the region ' s  banking sys te m--the amoun t and the 
charac teris ti cs of  its as sets , capi tal and deposi ts ,  its organi zation 
and administration , and i ts geographi c dispers ion--can either help or 
hinder economic growth . 
I .  STATEMENT OF THE PROBLEM 
Before a s tatement o f  this problem is made , i t  seems in order 
to designate the meaning of the inves tment account . For this s tudy 
the inves tment account includes u.s. governmen t securi ties , and s tate 
and municipal bonds o f  all maturi ties held by Tenne$see banks . Howe ver, 
it  does not include bank inves tments in corporate securi ties . Part of 
1 
the investment a ccount which can be run off as the cash position 
dictates, would fall into the classification known as secondary 
reserves. At times the discussion is carried into the area of secon­
dary reserves because of the overlapping nature of the assets under 
study. 
The purpose of the study is to examine the changes in the 
composition and the size of the investment account among Tennessee 
banks during the period 1945 to 1966 . Specifically, an attempt will 
2 
be made to analyse the composition of the inves tmen t accounts of com­
mercial banks in the light of changing economic structure of the state 
and various regions within the state. The study analyses the variation 
in the management of the investment account according to size of banks 
and type of banks (state or national ) . The s tudy determines the basi c 
trends with respect to the investment account during the period 19 45-
1966 and it discusses the main underlying causes of the trends determined. 
I I. S IGNIFICANCE OF THE STUDY 
Deposits with commercial b anks are in a temporary trust. The 
banks can use these deposits to extend credit and derive the in come 
from the lending operations. Ultimately the deposits have to be. 
returned. It is the primary duty o f  the banker to protect these 
deposits. On the other hand, the commercial banks are the predominant 
financial institutions which serve as source of capital for the con­
tinuation and growth of economic ac tivi ty . Banks would be failing 
·3 
in their purpose.if they were unab le to make any signifi cant contribution 
as a-s tab le source of funds . 
Banks protec t  depos its by maintaining high liquidi ty . Tradi tion­
ally , the liquidi ty is main tained thro�gh primary and secondary reserves . 
Primary �eserves are the firs t line o f . pro tec tion agains t the effe c ts 
of cash .outflow . Be cause banks want·to earn income ,  as wel l  as maintain 
liquidity , they hold high grade marke tab le securi ties which form the 
secondary reserves . These reserves may be us ed to mee t  the seasonal 
liquidity requirements . Hence , the policies of the Tennessee banks in 
regard to their inves tment policies are of great importance to the 
economy of th e s tate , the deposit ho lde rs, and the financial and busi­
ness community . 
III . SCOPE OF THE STUDY 
The s tudy p�oceeds along the following li nes :  
1 .  Th e s tudy s tar ts with a short review of th e Tennessee 
economic situa tion , mainly pointing ou t the changes in 
indus try and ag ricul t�re . 
2 .  I t  gi ves the salient features of  the T ennessee Banking 
Sys te m, including both organizational and control aspects . 
3 .  It  dis cusses the role played b y  the management of  the .. 
investmen t accoun t  with re ference to various ob jectives of 
the banks and analyses the trends in the inves tment account 
for the Uni ted S tat es and Tennessee . 
4 .  For the purpose o f  analysing the management of the invest� 
4 
ment account among Tennessee b anks the s tate ·.has b een divided 
into s ix economic .. regions • .  The-geographic division .is useful 
for relating the analysis to the dis tinc t economic charac ter-
is tics .o f the regions and to pinpoint the variations which 
might exist for the banks o f  a certain area . The·analysis 
covers the period from 19 45-1966 . 
5 .  An ef for t has been made .to correlate the tr�nds in population 
and income wi th the changes in the inves tment account for 
each·of the regions and the whole of tha s ta te .  
6 .  Th e  impact of the bank s ize wi ll b e  related to the trends 
I 
in the management of the inves tment account. 
7 .  The study gives separate· trea tmen t to u.s_ government 
securities and s ta te and local bonds. This indica tes the 
movement o f  fund$ from one ca tego ry  to the o ther . 
B. The s tudy examines the b asic trends wi th respect to the 
inves tment account during the period 19 45-1966 and i t  .also 
dis cusses the main underlying causes of the behavior of  
inves tment account . 
IV. REVIEW OF RELATED S 'l'UDIES 
A s tudy o f  deposit accounts , asset composi tion and the impact 
1 of deposit changes on the earnings o f  Tennessee banks was use ful for 
1
Du�e Burnet t  Graddy ,  "Fund Management Among Tennessee Banks , 
1946-1964 " (Mas ter ' s Thesis , The Univers ity of Tepnessee , 1965) . 
this s tudy . Ano ther paper enti tled Commercial Bankins in Tennessee , 
1948-19621
2 reviews the trends and rela tionship between demand-and 
time deposits and the thes is enti tled A His tory of lh! Hamil ton 
National � of Knoxville
3 s tudies deposi t compos i tion . Bo th of 
5 
these were useful . Ano ther thes is enti tled Investment Banking in 
4 Tennessee was mainly concerned with the legal and financi�l procedures 
employed by the Tennessee-banks in the management of their loans·may 
be·men tioned . 
The problem under study falls in the broad area o f  management 
of  funds , but i t  will mainly concen trate on the management of the 
inves tment accounts of the banks in the s tate of .Tennessee .  
V. SOURCES O F  DATA 
The s tudy is based on the following maj or sources of data : 
!h! Federal Deposit Insurance Co rporation Repor t :  Ass ets , 
Liabilities and Capital Accounts of Commercial� Mutl.lal,Savins Banks : 
pub lished semiannually by Federal Depos it Insurance Corporation , com-
mon ly re ferred to as FDIC repor t .  
The Federal Reserve Bulletin: pub lished monthly by the Board 
of Governors o f  the Federal Reserve Sys tem . 
2Chik-Ku�g1Chang, "Commercial Banking in Tennessee , 1948-1962" 
(Mas ter ' s Thes is , The Universi ty of Tenn-essee , 19 64) . 
3
Po Shin Chang , "A His tory of Hamil ton National Bank of Knox­
ville" (Master ' s  Thes is , The Univers i ty of Tennes see , 19 62) . 
4 Curtis B .  Ta te , "Inves tment Banking in Tennes see" (Mas ter's 
Thesis , The University of Tennessee , 1952 ) . 
Annual Reports : Annual Re port of the Federal De posit·rnsurance 
Corporation : referred to as FDIC annual repo rt. 
Annual Repor t.of the Board of Go vernors of the Federal Reserve 
sxstem. 
Annual Bulletin of the Di vis ion of Banking , Department of 
Insurance and Banking of the state · o f  Tennessee . 
Annual Report of £h! Comptroller of Currenc y. 
Uni vers i ty of  Tennessee , Department £! Finagce , p rovided mos t 
o f  de�ailed data on Tennessee banks . 
VI . ORGANI ZATION OF THE STUDY 
This s tudy has been . di vided into five parts : 
Chap ter I ,  the introduction , includes the s tatement of the 
problem , the significance of  th e s tudy , review of  the related s tudies , 
me thods o f  p �ocedures , sources of data and the otgani zation of the 
study . 
Chap ter II deals · briefly with the economic si tuation and growth 
i n  the s tate of Tennessee . Thi s chap te r also gives a survey of the 
existing banking sys tem serving the s tate ,  and some of  the important 
features in banking operations . 
6 
Chap ter III gives the division of the sta te in to si�  regions for 
t he purpose of analys is . I t  further discusses the economic character­
is tics of regions and gives the analysi s of the inves tment ac count for 
regions and the s tate ; 
7 
Chap ter IV identifies the maj or trends in the management of 
bank inves tment account . I t  further discusses the caus es which exp lain· 
the behavior of the inves tment account, 
Chap te r V contains s ummary and conclus ion . 
CHAPTER II 
REVIEW OF TENNESSEE ECONOMIC AND BANKING STRUCTURE 
I .  ECONOMIC STRUCTURE 
Tennessee is frequently re ferred to .as an �gri cul tural .s ta t e .  
Howe ver ,  this impression seems to b e  somewhat erroneous if one looks . 
at  the personal income s tatis ti cs . In 19 66 the s tate•s pers onal 
income was es timated to be at $8 , 611 million . The contribution from 
agricul ture was only 3. 82 percent whereas manufac turing accounted for 
1 24.42 per cent . 
Tennessee ' s  total .personal income in 19 30 was $850 million , 
which had grown to $8, 611 million in 19 66 , an incre as e of 9 34 percent . 
Duri ng the same period the pers onal income for the United S tates 
increased by 5 79 percen t .  Hence it  is significant to no te tha t the 
ra te of growth in personal income for Tennessee was higher than that 
2 for the United States . This higher rate of  growth can in part·be 
explained by small initial base . The·economi c growth o f  the s tate can 
be seen from anothe r angle , in terms of percentage of to tal value added 
1 Ormond c. Corry , Population and Personal Income Es tima tes :  
Tennessee Counties 1960-65 (Knox ville :  Center for Busines s an d Economi c 
Research , The University of Tenne$see , 19 6 7 ) , p .  9 ,  
2statistical Abs tract for United States• · l968 (Washington: ·U. S .  
Bureau of Census , Government Printing Office, 19 b!)7 p .  3 20 . 
8 
. . .  9 
by manufac turing. In 1929 the to tal value added by Tennessee's manufac-
turing was 0 . 99 percen t o f  Uni ted S tates total value added by manufac-
tures . In 1967 · the amount of  value added was 1 . 85 percent of the 
3 corresponding Uni ted S tates to tal . . 
The economic· grow th of the state ·.has brought about cons iderab le 
changes in the compos i tion of .employment and income . Agri cultural 
employment experienced the greates t decline in impor tance and was fol-
lowed by mining .  Meanwhile , all o ther maj or employmen t groups grew in 
importance wi th governmen t and service employment having the greates t  . 
relative gains while manufacturing employment made the mos t rapid 
absolute gains . In 1966. manufacturing was the larges t income sec tor 
followed by trade and agri cul ture . Income derived from farming has 
fallen cons iderably re la tive to manufac turing and trade . In 19 65 , 
manufac turing and trade accounted for half of  the civilian income while 
4 the agricultural se ctor only accounted for 5 percen t .  
Apar t from the changes in employment and income , there have been 
significan t improvements in transportation , indus trial environmen t ,  
education , mob ili ty ,  and effi ciency o f  the labor force . Such changes 
are an indicato r  of the growth oppor tuni ties in the s tate .  
Developments in Agriculture and Manufacturins 
In the agricultural se ctor there has been a sligh t  increase in 
the value of agricul tural products and the size of  farms , but a decline 
3 
. 
S tatis tical Abs trac t for Uni ted S tates , 1969 (Washing ton : U . S .  
Bureau o f  Census , Government Prin ting Of fi ce , 19 6 8) , p. 727 . 
4 Corry , £.2.· ci t . , p .  24 . 
10 .  
in acreage and farm employment during 1950-66 . However ,  production per 
worker has increased , In the manufacturing sector value added has 
grown fas ter than that of the na tion in spi te of the fact  that .output 
per worker was s till below the national .average. The mos t .important 
intrasec toral change has been the growing importance o f  nondurables , 
and the growth oriented nature .o f  large .manufacturing indus tries . The 
growth of manufacturing sec tor is s till heavily dependent on capi tal 
from out-of-s tate sources . .The investmen t opportuni ties ari se .mainly 
from low cos t labor,  power , and o ther location advan tages . 
Tennessee ' s  growth of to tal employment ranked four teenth among 
the fifty s tates for the period 1959�65 ,  twelfth in 1966 , and· twenty-
se cond in 196 7 .  Among the s tates o f  the southeas t ,  Tennessee ranked 
second for the period 1959-65 . and seventh for 196 7 .  This relative 
dec line in growth is re flected in the changes in personal income . 
During the period 1959-65 personal income increased by 4 7 . 2  percent in 
southeas tern s tates and 40 . 5  percent fo r the nation . The year 1966-6 7 
shows an increase o f  17 . 9  percen t . fo r  Tennessee , 1 7 . 6  percen t for the 
southeas tern s tates and 16 . 1  percen t fo r the nation. The year 19 6 8 ,  
however , reveals a 5 percent increase fo r Tennessee , 10 . 5  percen t for 
5 the southeas tern s tates , and 10 percent for the nation . 
5 Harry L. Johnson , "The Dilemma of Usary Laws , "  Tennessee Survey 
o f  Bus iness ,  IV (June 1969 ) , 5 .  
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II . TENNESSEE BANKING·S T RUC TURE 
Dual Banking Sys tem 
Each bank needs a charter to .. operate . A charter may .be obtained 
from the federal g�vernment or the s tate g�vernmen t in which the .b ank· 
is to be located . I f  the sponsors choose to take a s tate .charter , it 
becomes a state bank and is controlled by state banking regulations . 
I f  the choice is to take a federal charter , the bank is clas sified as 
a national b ank and a member of  the Federal Reserve Sys tem . This aspec t 
o f  commercial b anking is qnique to the United S tates and has i�plica-
tiona for control and management o f  funds . The exis tence of  state 
charter is cons idered a way to avoid too much centralization of  the 
banking sys tem. There are· o thers who consider that dual banking sys tem 
6 is bene ficial for the competi tion among the b anks . 
Tennessee Si tuation 
The to tal number of banks changed from 29 7 to 298·during the 
1950-1966 period .  I n  1950 out o f  29 7 banks 2 2 2  held the s tate char ter 
and 86 were members of  Federal Reserve Sys tem. The number of national 
banks had increased from 82 to 86 , while the numb er of s tate b anks 
decreased.from 225 to 222 during the period . Throughout the entire 
period the national b anks did not cons ti tute less than 27 percent of  
the total number of banks as  is indicated by Table 2 . 1 . There has not 
6 Bankins Adminis tration (New York :  American I�s titute o f  Bank-
ing , Section of American Bankers Association , 1952 ) , pp . 29�30 . 
Year 
Dec .  31 
1950 
195 1 
19 52 
195 3 
1954 
1955 
1956 
195 7  
19 58  
1959 
1960 
196 1 
19 62 
1963 
196 4  
1965 
1966 
TABLE 2 . 1  
MEMBER BANKS OF FEDERAL RESERVE SY STEM IN THE UNITED STATES 
AND IN THE STATE OF TENNESSEE (19 50�1966 ) 
12 
To tal Member Percent Total Member Pe rcen t  
u. s. of of Tenn. of of 
Banks FRS l'otal Banks FRS Total 
14 , 69 3  6 , 870 46. 7 29 7  82 27,6 
14 , 6 61 6 , 837  46 . 6  29 8  84 28,2 
14 , 6 17 6 ,  795 46. 4  29 7  84 28 . 3  
14, 552 6 , 740 46 . 3  29 8  84 �8 •. 2 
14,409 (;, 656 46, l- 297 84 28 . 3 
14 , 284 6 , 539 45 . 7 29 9 85 2 8 . 8 
14 , 208 6 , 458 45,4 29 7  82 2 7 ,6 
14, 130 6 , 389 45 . 2  298  83  2 7, 9  
14 , 060 6 , 30 8  45 . 5  298  83  2 7.9 
1 4 , 004 6 , 2 29 44 .4 2 9 7  83 2 8,0 
13, 999  6 , 171 44 . 1  29 7 83 2 8 . 0 
13 , 959 6 , 111 43,7 296 82 2 7 . 7  
1 3 , 95 1  6 , 045 43 . 3  294· 81 2 7 . 6  
13 , 487 6 , 107 4�. 2 293 82 2 7 . 6  
13 , 6 75 6 , 22 4  45 . 2  �9 3 83 28 . 0  
13 , 713 6 , 220 45 . 3  29 7 85 28 . 6  
13 , 6 87 6 , 149 45.6 29 8  86 . 2 8  .. 8 
Source : Annu�1 Report of th e Federal Res er ve Sxstem 
Board of Governors of Federal Reser;e Sys t em , 19 51-19 66 ) .  · 
(Wa�hing ton : 
13  
been any subs tan tial change in the numb er of banks in each category . 
This s tate has lower percentage of na tional b anks as compared to Uni te d 
S tates . 
Banking Control 
The banks are con trolled both by s tate and federal regulations . 
The federal regulations mainly arise from the Federal Reserve Act ,  the 
Federal Deposit Insurance Corporation Act , and the Bank�ng Act of  19 33 . 
The classification of  depos its is also important wi th regard to 
o ther legal provisions'which apply to deposits . These provisions have 
a direct  effect on the operations o f  the b anks . 
Demand Deposits are funds en trus ted to a commercial bank which 
. 
are wi thdrawab le on demand by the use of a check or draf t .  Both the 
Federal Reserve Ac t and Federal Depos i t  Insurance Corp ora tion Ac t 
des cribe demand deposits as a res idual , "Any depos it which is payab le 
on demand • 
deposi t . " 7 
includes every deposi t which is no t a ' time ' or ' saving ' 
Savings Depos its are funds depos i ted by ind�viduals and nonpro fi t 
organi zations and are evidenced by saving pas sbooks . These deposits 
8 canno t be held by profi t making corporation or groups of individuals . 
Time Deposits , open accoun ts , are contrac tual deposits evidenced 
by a wri t ten con trac t and canno t be l!lithdrawn·in total or part prior to 
7 Code of Federal Regulations , Ti tle 12 , Chap ter I I , Par t 2 17 
(12CFR2ln:- -
8Ibid . 
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date·of maturi ty ,  which canno t be less than thir ty days after inc�p tion 
9 o f  the deposit. 
I!!! Cer tificates · of Depos i t  are evidenced by nego tiab le or 
nonnego tiab le ins truments . The face o f  the cer tificates contain pro­
visions for the amount of the deposi t , the da te of mat�ri ty , and ra te 
of interes t accrued on the funds . 
The imp ortance of the clas sifica tion effects the opera tions o f  
the commercial banks specifi cally through Regulation Q and Regulation 
D .  
Regulation .Q. 
Currently , the mos t important ar ticle of this regulation relates 
to the setting of maximum rates on time deposi t  funds . The Board of 
Governors o f  Federal·Reserve Sys tem has been empowered to adj us t the 
maximum deposi t rates from "time to time" and all member banks are 
prohib ited from paying rates "in exces s "  of the legal maximum, For 
s tate nonmember banks , the Board o f  Directors of the Federal Deposit  
Insurance Corpo ration has the power to  prescribe the rate level . The 
Board also defines the leng th of maturi ty to which the individual rates 
would be  applied . The maximum rate on time deposits for both members 
and nonmember insured banks have been iden tical since February 19 36 . 
The rates since 19 36 are given in Tab le 2 . 2. 
15 . 
TABLE 2 . 2  
MAXI MUM INTEREST RATES PAYABLE ON TIME DEPOSITS 
Mu1tiEle-maturi tz8 
Effecti ve 1 Year 6 to 12 90 Days- 30 to 89 90 Days 30 to 89 
Date or More Mont hs 6 Months Days or More Days 
Nov. 1 ,  1933 3 3 3 3 
Feb . 1 ,  19 35 2-1/2 2-'))2 2-1/2 2-1/2 
Jan . 1 ,  19 36 2 -1/2 2-1/2 2 1 
Jan, 1 ,  195 7 3 3 2-1/2 1 
Jan . 1 ,  1962 4 3-1/2 2- 1/2 1 
July 17 , 1963 4 4 4 1 
Nov . 2 4, 196 4  4-1/2 4 -1/2 4-1/2 4 
Dec. 6 ,  1965 5-1/2 5-1/2 S-1J2 S-l/2 
July 20 , 1966 5-1/2 5-1/2 5-1/2 5- 1/2 5 4 
Sep t.  26 , 1966b 5-1/2 5-1/2 5-�/2 5-1/2 5 4 
Apri l  19 ' 1967b 5 -1/2 5-3/4 6 6-1/4 5 4 
Source : Annual Report � Federal Reserve Sys tem (Wa�hington : 
Board of Governors of  Federal Reserve Sys t em, 196 8) , p. 363. 
a Effecti ve July 20 , 1966 , tpe rates on mult iple maturi ty depos i ts 
were reduced. Multiple-maturi ty time deposi ts include deposits t hat 
are automatically renewab le ae maturi ty wi thout action by the depositor 
that are payable af ter wri tten no tice of withdrawal . 
b Rate for single maturity deposit of less than $100,000 was 
f�xed at 5 percent per annum. 
No te : The data is given in percent per annum, 
Resulation _Q 
16 
This regulation specifies the required res erves agains t t�me and 
demand deposits . The imp ortance of reserve requirement l ies in the · fac t 
that each produces di fferent . amounts o f  excess reserves and thus .vary--
ing levels of secondary deposits. The . reserve requirement for demand · 
deposi ts is de termine d on the average ne t deposi t .  Ne t demand depo sits 
are calculated by deducting the :amount .. of .b alances .subject .. to immedia te · . . 
withdrawal due from o ther banks (exclus ive of Federal Rese rve Bank) and 
10 ' cash it uses in the process o f  collection from demand deposit. Tab le 
2 . 3  shows the change in res erve requirements fo r demand and time 
depos its since 19 3 3 .  
Federal Deposit Insurance Corpora tion 
Federal regulation makes insurance of deposi ts mandatory for · 
member banks of Federal Reserve Sys tem and option al to s tate no nmember 
b anks. The lat ter have apparently found the risk of bank failure too 
great to fo rego the insu�ing of deposits . Tab le 2 . 4  shows that at ·end 
o f  year 1966 , 295 banks out of 29 8 banks were insured in th e s tate·of 
Tennessee , or 99  pe rcent . The to tal percen tage ins ured for Uni te d 
S ta tes in 1966 was 9 8 . 7 percent . The use of  deposit ins urance has ·sub-
s tantially reduced the bank failure s which during the 192Q-29 period 
number 66 or 12 . 1  pe rce�t of the to tal number of banks in th e state of 
Tennes see. 
10Ib id . 
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TAB LE 2 .3 
MEMBER BANKS RESERVE REQUI REMENTS 
Ne t Demand Deeosits T�me De2osits 
Ef fective Central Rea. Rese �ve Coun t�y Cen�ral & Count� 
Da te Ci ty Banke Ci ty Bank Banks City Banks Banks· 
Feb . 2 7 ,  19 48 22 2 0  14 6 6 
Sept. 1, 19 49 22  18 12 5 5 
Feb . 1 ,  1951 24 20 14 � 6 
July 1 ,  195 3 22 19 13 6 6 
Augus t 1 ,  1954 20 18 12 5 5 
April 4 ,  195 8 18 16 ... 1/2 11 5 5 
Dec . 1 ,  1960 16 -1/2 16 -1/2 11 5 5 
Nov . 1 ,  1962 16 -1/2 16 -1/2 11 4 4 
July 21, 19 66 16-1/2 16-1/2 12 4 4 
5 5* 
March 16 , 196 7 16-1/2 16- 1/2 12 3 3 
6 6* 
S ource : Annual Report of Federal Res erve S!s tem (Was hinston : 
Board of Gove rnors of Federal i;serve Sys tem, 19 6 8  , pp, 36 4-6 5 .  
*For depos i ts over $5 milli on .  
No te :  Data i s  in p ercent o f  deposi ts. 
Year 
Dec. 31 
1950 
1951 
1952 
195 3 
195 4  
19 55 
1956 
-1957  
195 8 
1959 
1960  
1961  
19 62 
�963  
1964 
1965 
19 66 
Source : 
TABLE 2 .  4 
INSURED COMMERCIAL _BANKS UNDER TilE- DUAL -BANKING SYS TEM IN THE STATE 
OF TENNES SEE AND IN THE UNITED S XATES (1950-1966) 
In the S tate of Tennessee In the Uni ted States 
Nat ' l  Banks State Banks National "Percent of Nat'l 
Total No . Percent No . Percent Total Banks Banks to Total 
289 72 24. 9 2 17 75 . 5  13, 4 46 4 , 958  36. 9 
2 9 1  74 25 . 4  217 74. -6 13,455 4, 9 39 36 . 7  
290 74 25 . 5  216 74.5 13, 439 4,909 36.5 
291 7 4  25 . 4  2 17 74. 6 13 , 4 3 2  4 , 856 36 . 2  
290 75 25 .8 2 15 74. 2 13.323 4,789 35 . 9  
29 2 77 2 6.4 2 15 73 . 6  13 , 2 37 4, 6 9 2  35 . 4  
290 73 2 5. 2 217 74.8 13,2 18 4�-651 35 .2 
291 74 25 . 4  217  74 . 6  13, 165 4 ,620 35. 1 
291 75 2 5  .  7 216 7 4. 3 13 , 12 4  4,578 34. 9  
290 75 25 . 8  2 15 7-4. 2 13.114 4,530 34 . 6  
2 91 75 25 . 7 216 7 4. 3 13 , 126 4 , 5 30 34 . 5  
290 74 25.5 216 7 4 . 5 13,115 4, 513 34. 4 
2 89 73 2 5. 3 216 74 . 7  13, 12 4 4 , 5 03 34. 3 
289 74 25 . 6  2 07 71 . 6  13,621 4 , 615 33.8 
290 75 25 . 8  20 7 71.5 13 , 820 4 , 773 34_. 9 
29 4 76 26.2 209 7 1 . 1 13 , 574 4 , 815 35 .. 4 
2 95 77 26 . 1  2 08 70 . 5  13,541 4,799 35. 4 
Annual Report of  Federal Deposi t  Insurance Corporation (Washington : Federal 
Deposit Insurance Corporation , 1951-1967). 
...... 
00 
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Branch Banking 
The number of banks have no t chan�ed significantly al though the 
s tate has gro wn  much during the period in population and personal 
income . In 1950 there were 295 banks among which 29 were ope ra ting 9 8  
branche s.  In 1966 the�e we re 298 banks with 377 branches showing an 
increase of 285 percent in the numbe r of branche$�11 The·i �erease in 
the number of banks during the same period was one pe ;cent. Relative ly 
high increase in the numb e� of bank �ran�qes re flects the �h angi ng 
b anking s truc ture from single b�anch banks to a tre�d towards a 
proli fe ra tion of  b ranches. 
11 Annual Repo rt £f Federal Reserve System (Washington: Board of 
Governors Fede ral Reserve Sys tem, 1951, 1967), p .  372. 
CHAPTER III 
ANALYSIS OF INVES TMENT ACCOUNT 
For the purp ose of analysis ·the:s tate of Tennessee has been 
divided into six regions . The counties are grouped into regi ons on · th e 
basis of  economic·b ackground·and ge ographic location.  The economic· 
charac teris tics o f  each · region wi ll be des cribed wi th the analysis of 
the data . 
I .  REGION I 
This regi on covers Shelby·County .  I t  i s  mainly a business a�d 
industrial area and the farming income for this region is negligib le. 
This region has one of the h ighes t  growth .rates in the s tate . During 
the pe riod 19 50 to 19 65 the pers onal per capita income increased by 
68 percent while the population·increased by 45 percent . The b ank 
assets during the period 19 45-1966  increased by 219 percent giving an 
annual growth o f  about 10 percent. ·In 1945 the small b anks wi th as sets 
unde r $10 million accounted for about 3 . 3 percen t  of the total b anking 
as se ts . These banks als o  happene d to be the s tate banks . As Tab le A. l · 
in the Appendix indi cates , in ·l966 the small b anks held 6 percent of 
the to tal as sets and had a growth of 548 percent during the period .  
The larger banks which als o happene d t o  b e  the national banks had a 
growth rate of  201 percent during the period .  This region i s  charac­
terized by growth o f  larger banks and this trend is continuing . 
20 
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Tab le A�2 in the Appendix shows the u.s. government securities 
he ld by the banks in the region. There is a decline of 22 percent from 
$200 , 698  in 1945 to $156 , 822 in 1966 . Tab le A.3 in the Appendix gives 
U . S .  securities as a pe rcentage of the to tal assets . There was almost 
a cons tant decline in U.S. go vernment securities from around 30 percent 
in 1945 to 10 percent in 1966 . .The declining trend existed both in 
small and large banks but the large banks led the trend. The trend for 
s tate and national banks was simi lar. 
On the other hand . state and municipal bonds had growing popularity 
wi th the banks in the region. As ·Tab le A.5 (see·Appendix) indicates , 
s tate and loca l bonds accounted for 4 per cent of the total as se ts in 
1945 which by 19 66 had increased to 11 per cent. Mos t o f  the increase 
was contributed by the large national banks . A similar but a weaker 
trend was p resent among s maller banks which also happened to be state 
banks . 
Summing up both categories , the ne t result was that banks in 
Region I had re duced thei r investment account as percentage of  total 
assets from aro und 37 percent in 19 46 to 21 percent in 1966 . Regio n I 
banks led all other regions in the s tate in reducing the relative size 
of their secondary r�serve .  
II . REGION II 
This region consists of 21 coun ties of West Tennessee. The area 
is mainly agricul tural . The population of the region remained stationary 
during the period 1950-1965 . There was a minor decline of 17 , 004 
· 22 
per$ons over the period . However , the income per capita in th e region 
grew by abou� 116 percen t . 
In 1945 all · banks were · classi fied unde r the $10 million category . 
The se banks con tinued to be smal l .  Table A. 6 in the Appendix shows · 
some irregular growth in the to tal amount of assets. During the 1945-
1966 period , the to tal growth was 19S percent, mo st of which was in 
recent years. State banks grew at · a faster rate - of  245 per cent as com­
pared to 1 7 7  pe rcent fo r · the national banks . Table A. 8 in the Appendix 
shows that the banks in the region held 36 percent of th eir assets in 
form o f  U. S .  government se curi tie s at the end of  19 45 . In 196 6 , = the 
holdings were down to 20 pe rcent of  the asse ts . In general , this 
region ' s · banks held a larger percen tage o f  their asse ts in form of  U. S .  
go vernment securitie s as compare d to other re gions. In Region II the 
s tate banks' holding s o f  U. S .  securi ties were highe r by 3 to 5 percent 
than the national banks, The trend on the basi s of size was irregular . 
On the othe r hand , the ·banks in Region II had an inve stment in 
state and municipal bonds which was 4 percen t of the as sets in 1945 
(given in Table A. lO in the Appendix) . In 1966 , it  was 9 percent o f  
the assets. The national banks' holding of  state and municipal ·bonds 
were generally higher by 2 to 5 percent of the a ssets ab ove the state · 
banks. Similarly the larger banks had more investment in s tate and 
muni cipal bonds as compared · to the smaller banks. 
The o verall inve stment account o f  the banks in Region II had 
grown by 95 percent during 19 45-1966 . This growth i s  equal to the 
growth of any o ther region . However , the total investment account as a 
2 3  
percentage o f  the to tal asse ts has declined from a high of 44 percent 
in 194 7  to 29 percen t in 1966 . The b anks in Region I I  seem to have · · ·  
been influenced by the p olicies o f  banks in Region I ,  which happens 
to be the large me tropoli tan area serving the Region II . 
III .  REGION III 
This region covers 12 coun ties in Wes t and Middle Tennessee . 
This area is similar to Region II in that agriculture is the dominant 
economic sector . A glance at Table A. 38 in the Appendix , showing the 
population of the region , would indicate that this is one of the regions 
with a declining population . It  had a popula tion o f  1 76 , 7 18 in 19 50 , 
and by 1965 the population had gone dawn to 174, 714 . On the o ther hand 
the grow th in per capita personal income was second only to Region V ,  
a s  the da ta ·in Table A. 37  in the Appendix indicates . In 1950 , the per 
capita personal income was $688 . By 1965 i t  had grown to $15 2 8 ,  a 
growth o f  121 percent du+ing the period . The growth was even more pro­
nounced in the 1960 ' s . 
The · bank ass e ts in the region shown in Tab le A. ll (see Appendix) 
grew by 226 percent during the period 19 45-1966 , which compares favor­
ab ly wi th the o ther regions in the s tate . In 1945 , all banks in the 
region were classified in the category of banks wi th assets under $10 
million . In 19 66 , a li ttle les s  than half o f  the as sets were held by 
the banks in the category $10-25 million . The banks in this category 
were growing at  a much fas ter rate · than the smaller banks . During the 
24 
period 1960-1966 , the growth of  the larger banks was 723 percent . .  as · · · 
compared to a growth rate . of 71  percent for the smaller banks over the 
21-year period . 
In this re gion , the · s tate · banks had an edge over the national 
banks . The s tate banks held about 65 pe rcent o f  the to tal assets and 
their growth during the 1945-66 period was 25 1 percent as agains t 191 
percent fo r the national banks . . . 
Tab les A . l2 and A, l3 in the Appendix give the U . S .  securities 
ho ldings of the banks in the region , The commercial bank holdings of 
U . S .  government securities had been declining slowly . In 1966 , they 
amounted to 22 percent of as sets as compared to a high o f  43 percent 
in 1946 . These ho ldings had decreased as a percentage · of  to tal as sets 
but there was an increase o f  $13 , 922 , 000 in absolute amoun t . · U . S .  
government securities as a pe rcentage o f  the total asse ts were no t 
signi ficantly different for s tate and national b anks . However , the 
smaller banks wi th assets under $10 million were holding more o f  their 
assets in the form of  U . S .  government securities as compared to the 
larger banks in the $10-25 million classification . 
The picture for the s tate and municipal b onds was a li ttle 
differen t .  Tab le A . l4 in the Appendix gives s tate and municipal bond 
holdings of the b anks in Region III . The total b ank holdings of such 
asse ts as a pe rcen tage of  to tal as sets amoun ted to 4 percent in 19 45 . 
In 1966 , s tate and municipal bonds had grown to 10 percent . In this 
respec t  the region was following aggregate trends in the s tate of 
Tennessee . In 19 45 , the na tional banks were holding about 4 percent of 
25 . 
their asse ts in the fo rm of s tate and municipal bonds . The ir holdings 
in 1966 were 8 percen t of the to tal as sets . On the o ther hand , .the . 
s tate banks were holding 3 percen t of their as sets in - this . form in 
19 45 . By 1966 , the ho ldings had �risen to 11 percent . 
The smaller banks in the region wi th as sets under $10 million 
we�e ho lding 11 percent of their as sets in form of s tate and municipal 
bonds in 1966 . The larger banks in the ca tegory of $10-25 mil lion had 
a lower rate of 8 pe rcent . 
As Table A. 31 in the Appendix shows , b anks in Regi on III had 
the highes t growth · ra te of 111 percen t in the inves tmen t account among 
all the regions . This imp lies that this region has a lesser amoun t 
inves ted in as sets wi th higher earning power like loans . In 1966 , 
the banks in the region had put . 32 percent of thei r to tal assets in 
the in�es tmen ts account as compared to 25 percent fo r the whole of the 
s tate and 1 7  percent fo r Region I .  
IV . REGION IV 
This region cons is ts of thir teen counties in central Tennes see . 
The s tate capi tal , Nashville ' s  me tropoli tan area , is si tuated in this 
region . Thus , the economy of the region has reas onab ly large business , 
indus trial and agri cultural sectors . As Table A. 39 in the Appendix 
shows , the population of the region has grown by 28 percen t during the 
period 1950-65 . This growth in vopulation was 12 percent above the 
growth rate for Tennessee . Per capi ta pers onal income of the region is 
given in Tab le A. 37 (see Appendix) . Per capita income of the region 
· 26 . 
was $1103 in 1950 . I t  had grown to $22 7 7  in 1965 ; a ne t gain . of 106 
per cent in 15 years . I t  was one percent  ab ove the growth - rate for th e 
s tate · o f  Tennessee . 
Table 4 . 16 in the Appendix give s the grow th o f  as sets by the bank 
size in the region . The total as sets of the banks grew by 199 percent 
during the period 1945-1966 . The na tional and s tate - b anks had a growth 
of 188 percent and 220 percen t respectively . In 1966 , the s tate banks 
accoun ted for 34 percen t  of the to tal bank as se ts in the region . The 
da ta indicates a trend in the region for banks to grow larger in s i ze .  
The asset  ho ldings o f  the banks wi th as sets under $10 million increased 
by only 40 percen t  during the period 1945-1966 , while the banks in the 
category o f  $10-25 million and $100-300 million had a growth of  249 
percen t  and 222 percent respec tively . The banks in the $50- 100 million 
range declined by 15 percent . 
Tab le s A. l7 and A. l8 in the Appendix show that the u . s .  govern­
ment securities had been declining in absolute amount as well as per­
centage of total ass e ts . In 1966 , the banks in the region had 10 
percen t of their as se ts in the form of  U . S .  government securi ties as 
agains t the high o f  52 percen t in. 19 45 . This decline had been slow but 
more pronounced in the sixties . There is no t much di fference in the 
s tate and national b anks as far as the inves tmen t �n U . S .  governmen t 
securi ties are concerned but the s t ate banks ho ldings were highe r by 
1 to 3 percen t .  Maj or dif ferences in inves tment in U. S .  securi ties 
exis t among the small and large banks . Small banks wi th as sets under 
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$10 million had as much as 13 percent greater inves tment in u.s. 
government securities as compared to the larger banks . Even among the 
larger banks , the bigger banks had ab out 2 percent lesser inves tment 
in U . S .  government securities . 
The bank ho ldings of  s tate and muni cipal bonds in the region had 
grown by 550 pe rcen t during the .pe rio d 19 45-1966 , as shown in Tab les 
A. l9 and A. 20 in the Appendix . Mos t  of the growth in this accoun t  had 
come in 1960 ' s .  From 19 45 to 1960 , the s tate and municipal bonds hold­
ing ranged between 4 and 5 percent o f  the as sets , but by 1966 they had 
grown to 10 pe rcen t of the to tal asse ts . The s tate banks , in 19 66 , 
inves ted 11 pe rcen t of their funds in s tate · and municipal bonds as 
agains t 9 percent by the national banks . The la�ge banks wi th assets 
of $100- 300 mi llion and banks wi th asse ts under $10 million had 9 per­
cent of their asse ts in s tate and municipal bonds . The medium s i ze 
banks with assets of $10-100 million inves ted up to 12 - percent of 
their asse ts �n s tate and municipal bonds . 
The total inves tment ac count for the banks of  the region grew by 
32 percent during the period 1945-1966 . The inves tmen t account was 24 
pe rcent of the to tal ass e ts in 1966 , which was lowes t  of all regions 
excep t Region I . I t  was close to the Tennessee average of 25 percen t .  
V .  REGION V 
This region cons is ts of 24  counties in No rtheas tern Tennessee . 
Thi s area is mainly agricul tural wi thout any urban centers . I t  had 
per capita income of  $5 38 in 1950 . By 1965 , it had grown by 132 
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percent to a per capita personal income o f  $1247 which was lowes t  among 
all regions . Data on popula tion and per capita income is .given .in . 
Tab les A. 3 7  and A . 38 in the Appendix •. . During . the period 1950-1965 , 
the population o f  the region declined by 6 percent.  
Tab le A. 21 in the Appendix shows that the assets of  the .banks 
in the region increased by 235 percent .during the period 1945-1966 . 
This growth rate · compares favorably with o ther regions . During the . 
period , the s tate banks grew by 260 percent while the national banks . 
had a total growth of 219 percent • .  In 19 66 , the s tate banks held 60 
percen t of the total bank assets in the region . In 19 45 , all banks 
had les s than $10 million in asse ts .. In 19.66 ,  the b anks in this cate­
gory were holding only 51 percent of the to tal assets while 49 percent 
of the asse ts were held by the banks with asse ts in the range of 
$10 . 25 million . 
Tables A. 22 and A. 23  in the Appendix give . the analysis .o f U . S .  
government securities held by the b anks in the region . In 1966 , banks 
in the regi on held 21  percent of  their assets in the form of U . S .  
securi ties as agains t the high o f  49 percent in 19 46 , In this region , 
the national banks held up to 4 percent more U . S .  securities than . the 
s tate banks . Thi s si tuation is .no t  consis tent with the policies of  
national banks in o ther regions .. As in o ther regions , the smaller 
banks held more of their assets in the form of U . S .  se curi ties as com­
pared to the larger banks . In 19 66 , U . S .  securities held by larger 
banks were 17  pe rcent of their assets , as compared to 25 percent 
for the smaller b anks . 
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Tab les A. 24 and A. 25 in the Appendix show that the s tate and 
municipal bond holdings in the · region in 1945 were 5 percent of the 
total assets . In 1966 , the s tate banks inves ted 13 percent of  their 
assets in s tate and municipal bonds .as agains t 7 · percent inves ted by 
the national b anks , In 19 66 , · the larger banks had 12 percent of their 
assets in s tate and municipal bonds as compared to 10 percent for the 
smaller banks . 
Although the inves tmen� po licies of  the banks in Region V 
differ somewhat from the o ther regions , they do not dif fer much in 
the s ize of the to tal inves tment account , which is comparable to o ther 
regions (II and III)  with similar economic background . Al though this 
region ' s  banks have the highes t pe rcentage · of as sets in fo rm of U . S .  
securities , they were following the declining pat tern set by the banks 
in all o ther regions . Table A. 32 in the Appendix shows that in 1966 
banks in the region had 32 percent of their as sets in the inves tment 
acco un t  as agains t the high of 55 pe rcent in 1946 . 
VI . REGION VI 
Twenty- five counties of Eas t Tennessee cons titu te this region . 
It also covers the metropoli tan · areas o f  Knoxville and Chattanooga . 
Thus , i t  has business , indus trial , and agricul tural sectors in i ts · 
economy . In some respects it may be cons i dered similar to Region IV , 
In 1950 , this region had a per capita personal income of $995 which has 
grown by 99 pe rcent to $2087 in 1965 . The growth in income is close 
to the s tate growth ra te . The growth of the popula tion in the region 
had been rather s low and a t  times i t  had declined , giving the population 
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a low and negative correlation to bank as sets , The to tal growth of  the 
population during the perio d 1950-1965 was 5 percent . The data on 
population and income is given · in · Tab les A. 37 and A. 38 in the Append!� . 
Table A. 26 in the Appendix shows the as sets of the b anks in the 
region . During the period 1945-1966 , the as sets of the b anks · in the 
region grew by 1 7 7  percent . This growth was cons iderab ly less than the 
growth - for the s tate ; Over · the s ame period , the national banks of the 
region had a growth of 136 percent in their assets and the s tate · b anks 
had a growth o f  299 percent . S tate banks accounted for 20 percent of 
the assets in the region in 1945 , held about one- third of  the assets in 
1966 . This trend is hard to explain as Region I and IV , which have 
somewhat s imilar e conomic background , had an oppos ite trend . 
Table 3 . 1 shows the growth and size of the b anks in the region . 
Bank Ca tego ry 
in 
Millions 
Under $10 
$10-25 
$25-50 
$50-100 
$100-300 
All banks 
TABLE 3 . 1 
GROWTH OF BANKS IN REGION IV 
Growth During 
1945-1966 
Period 
6% 
213% 
240% 
145% 
319 % 
177% 
Assets in Category as 
Percent of Tot al 
Banking Assets in 1966 
9% 
22% 
9% 
16% 
44% 
100% 
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The banks wi th an asse t size of $100-300 million were the 
s tronges t  in the region wi th 44 percent o f  the assets of the region and 
a growth rate of 219 per cen t over the period 1945-1966 .  Next larges t 
class of  banks was wi th asse ts of  $10-25 million . They held 22 percent 
of the to tal assets in 1966 and had a growth rate o f  213 percent . The 
small banks with asse ts under $10 million had 9 percent of the to tal 
b anking assets and a growth of only 6 percent over the period 1945� 
1966 , put ting it in the weakes t  ca tegory . 
Tables A. 27 and A. 28 in the Appendix show U . S .  securities held 
by the banks in the region . In 1966 , the b anks had 21 percent  o f  their 
as se ts in the form of u.s. government securi ties as compared to a high 
of  50 pe rcent in 19 46 . The inves tmen t of national b anks in U . S .  
securi ties was somewhat higher than that  of s tate b anks . The large 
b anks inves ted around 20 percent o f  their as se ts in U . S .  secur�ties 
as agains t 24 percent for the smaller b anks . All categories of banks 
show a decline in the U . S .  government securities portfolio . 
Tab les A . 29 and A. 30 in the Appendix give the s tate and municipal 
bonds held by the b anks in the region . In 1945 , the banks had 5 per­
cen t of their as se ts in the form of s tate · and municipal bonds . By 1966 
the account had grown to 9 percent of the to tal as sets . I t  is in teres t­
ing to no te that the inves tment of banks in the category of $100- 300 
million had no t risen above 5 percent of the asse ts . This is contrary 
to the general trend . The small and medium size banks had 9 to 14 
percent of  their as sets in the form o f  s tate and municipal bonds . 
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Tab les A. 31 and A . 32 in the Appendix give a comparison of inves t­
ment accoun ts of regions in the s tate . During the period 19 45-19 66 , 
the inves tmen t accoun t  in the region had grown 117 pe rcen t .  In 1966 , 
the inves tmen t accoun t was 30 percent o f  the total asse ts , one of the 
highes t percentages among all regions . I t  was 5 percent above the 
s tate average . 
VI I .  CORRELATION OF BANK · AS SETS , INVESTMENT ACCOUNT 
TO POPULATION AND PER CAP ITA PERSONAL INCOME 
Tab le 3 . 2 gives the co rre la tion of to tal bank as sets , inves tment 
account to popula tion and per capita personal income . The data used 
for computing the correlation covers 1945-19 66 period . 
Growth in to tal bank asse ts fo r the s tate and regions had a high 
po sitive correlation ranging from 0 . 95 to 0 . 99 .  This indicates that 
mos t  of the increase in the volume o f  banking ac tivity could be direc tly 
re late d to the growth in per cap i ta pe rsonal income . Proje ctions of  
per capita personal income could be us ed as an indicator of  the growth 
of bank as sets . Correlation of bank as sets to population shows a much 
larger sp read . The s tate had a pos i tive correlation of 0 . 9 9 .  Regions 
I and II also had a high co rrela tion but all o ther regions had a low 
and mos tly negative co rrelation to popula tion . I t . can be exp lained by 
the irregular growth of population in those regions . Regions II , III , 
and IV had de clining popula tion in some years . Region VI had a nominal 
increase · in population during the period unde r s tudy . 
The · inves tment account had a pos i tive correlation of 0 . 9 7  to 
per capi ta income for whole of the s tate . Correla tion fo r the regions 
TABLE 3 . 2 
THE INVESTMENT ACCOUNT , TOTAL ASSETS ' CORRELATION TO 
POPULATION AND PER CAP ITA PERSONAL INCOME 
TENNESSEE BANKS 
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Corre lation o f  Correlation of  
Total Asse ts To Inve stment Accotm t To 
Per Cap i ta Per Cap i ta 
Population Income Population Income 
Tennessee 0 . 99 0 . 99 0 . 9 7  0 . 9 7 
Region I 0 . 92 0 . 9 7  0 . 75 0 . 82 
I I  -0 . 2 7 0 . 95 -0 . 35 0 . 9 2 
III  0 . 05 0 .  9 7  0 . 04 0 . 9 4 
IV 0 . 9 8 0 . 99 0 . 91 0 . 92 
v -0 . 18 0 . 99 -0 . 18 0 . 9 8 
VI -0 . 15 0 . 9 7  -0 . 80 0 . 92 
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varied from 0 . 82 to 0 . 9 8 .  Those regions which were maintaining the 
rela tive s i ze of their inves tment account had higher correla tion than 
those regions which had reduced the rela tive s i ze of their inves tment 
accounts . Because o f  irregular changes in population in the various 
regions , the correlation to inves tmen t account did not show any set 
pattern . 
CHAPTER IV 
BEHAVIOR OF TENNES SEE BANK INVESTMENT 
ACCOUNT AND CAUSES 
I .  INTRODUCTION 
For commercial banks the inves tment account repres ents a poor 
al ternative to using the funds fo r loans and dis counts . However ,  the 
building up of an inves tmen t portfo lio has been for ced upon mos t com­
mercial banks by factors beyond their contro l .  The purchase of inves t­
ment securi ties is no t a primary function of the commercial banks and 
mos t small banks do no t have the capaci ty to make independent inves t­
ment decisions . 
Tradi tionally , comme rcial b anks have looked at loans and 
dis counts aris ing from commercial trans ac tions as an outle t for the 
por tion o f  as s e ts no t required fo r the purpose of liquidi ty . These 
commercial loans have arisen from a seasonal expans ion of inventories , 
the financing of raw materials during the perio d of pro cessing , and 
the marketing of crops . In other words , commercial b ank credit is 
available ,  firs t of all , fo r the financing of temporary commercial 
requirements of a self liquidating nature over and ab ove the requiremen t 
to be me t by a normal amount of wo rking capi tal . The · bulk of the 
permanent financing capital requiremen ts of an indus try may be met by 
either equity or a senio r loan agains t ass e ts by means of a bond issue 
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or mortgage . The permanent financing of residential proper ty is likely 
to fall wi thin the scope of saving and mo rtgage banks , insurance com­
panies , e tc .  
In cons idering the use to .which deposits are to b e  put i t  is 
essential for the banker to analys e the character of his depos its . 
This is to de termine what propo rtion may truly be called commercial and 
what proportion may properly be cons idered saving , so that the funds 
are employed in a manner cons is tent with the character of the depos i ts . 
Because of the important dif ferences which exis t between commercial 
depos i ts and s av+ng deposits , such as likely fluc tuations in amount , 
differences in liquidi ty , reserve requirements , and the di fferences in 
the co s t  of handling , mos t commercial banks are als o saving ins ti tutions . 
If liquidity requiremen ts , operation cos ts , and inves tment policies are 
based on the por tion of commercial and saving departmen ts comb ined , i t  
i s  possible that the funds which should b e  invested only i n  commercial 
channels may be placed in terms suitab le for saving depos its . 
The banks use a par t of the funds availab le for secondary res erves·, 
the funds which are surp lus and no t tied to loans , etc . , in the inves t­
ment account to ob tain at  leas t a minimum rate · of re turn . The use and 
necess i ty o f  having both earning power and liquidity from bank asse ts 
seem diametrically opposed to each o ther .  This , however ,  i s  inheren t 
in the banking sys tem because of the b ankers ' respons ib ility towards 
deposi tors , the community , and the s tockholders . 
Respons ib ility � Depositors 
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The firs t respons ibility of the b anker is to pro tec t its : 
depos i tors . The b ank has an ob ligation to pay out the depos its when . 
direc ted by the deposi tor according to the terms of agreement control­
ling the depos i ts . This necessitates no t only that the depos i ts be 
pro te cted agains t loss , but that the assets in which they are .inves ted 
be sufficiently liquid.  This requires tha t b ankers give greater 
at tention to the liquidi ty of b ank as sets than to the earning power of 
the as se ts . 
Responsibility � the Community 
The bank has a duty to provide effi cien t and adequa te banking 
service s to the communi ty in whi ch i t  opera tes . This includes creating 
new loans · which impair bank liquidi ty . If  a bank is to contrib ute to 
the growth of the community , i t  canno t be cons erva tive . 
Responsib ilities to the Stockholders 
S tockholders in a bank · take · the ul tima te risk of the business . 
For this risk they need to be compens ated in the form o f  dividends and 
s teady growth in the value of thei r s tock .  The earning power o f  the 
as sets is the maj or interes t of this group . 
Thus we see the b anks caugh t be tween the aims of  maximi zing 
earnings ,  and p roviding pro te ction for deposi tors through liquidi ty . 
How much pro tec tion is desirab le ?  There are banks whi ch ca ter to b o th 
extremes . In later sections of this s tudy it shown how the di rec tion 
of bank policy changes over extended periods of time , 
In the preceding chap ter , the dis cussions were re lated to 
various geographi c regions of Tennessee . In this chapt'r the �aj or 
trends are identified by comparing the r$gional and s tate s tatis tics 
and fo llowed by a dis cuss ion of factors causing the changes .  
II . SIZE OF THE INVESTMENl' ACCOUNT 
The relative s i �e of the inves tment account has contrac ted 
considerably since 19 45 . Table 4 . 1 is a summary of cba�ges in the 
inves tmen t account . 
TABLE 4 . 1 
INVESTMENT ACCOUNT BY REGIONS AND THE S'rATE 
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1945 1950 1955 19 60 1966 
Tenne ssee 50 33 31 2 8  25 
Region I 37 24 22 21 21 
II 40 36 34 33 29 
III 47 34 35 32 32 
IV 57 30 29 29 24 
v 58 44 36 35 32 
VI 5 3  42 39 31 30 
No te : Data in percent of total assets . 
Dif ferences in si ze and r�te o f  cha�ge in the investment account 
exis ted between the various regions but one change is clear and common 
to all-- the de�line of the rel• tive size of the inves tmen t account . for 
banks in all regions . In 19 45 , Tennessee banks were investins 50 
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perce�t of the tot al as se ts ip u . s ,  government securi ties and s tate and 
local bonds . The s i ze of these asse ts had q$clined to only 25 percent 
of the total assets by 196 6 . This is a subs tantial outflow from the · 
inves tment account and the full impac t o f  the change can be felt only 
by analy zing the changes in o ther as sets , 
Table 4 . 2  shows the changes in the composi tion of as�ets of the 
insured commercial banks in Tennessee .  
1945 
1950 
1955 
1960 
1965 
196 7 
TABLE 4 . 2  
COMPOS ITION OF AS SETS OF INSURED COMMERCIAL 
BANKS IN TENNESSEE 
Inves tments !�eluding 
Corporate Securi ties 
53 
41 
29 
30 
30 
35 
Loans and 
Discoun ts 
19 
3� 
40 
46 
46 
48 
Nonearnins Assets 
ca.h ,  Due from Other I 
Banks and Mis cellaneous 
Asse�s 
2 8  
2 6  
31 
24 
26 
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Source : Annual ReRort � � Federal De£osi t Insurance Co�or­
ation (Washing ton : Feder�! Depos it  Insurance Corporation , 1946-1�8) . 
The proportton of loans increased from 19 percent in 1945 to 48 
percent in 196 7 ,  Meanwhile the inves tments had be�n declinin$ · There 
is a clear and direct invers� relationship between size of  loans and 
th� amount of inves tm�nts . Al though there have been chan�s in bank · 
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nonearning assets (cash , due from o ther b anks , and -mis cellaneous assets ) , 
one canno t es tablish an individual link to inves tments .  The relation-
ship be tween loans , inves tmen ts and liquid assets is bas ically comp le-
mentary . in nature . 
The increase d  demand for private credi t  can be traced to rapid 
e conomi c growth . This changing economic environment for banks required 
a new asset  managemen t policy which would increase the flow of funds to 
loans . The new approach to asse t management is summarized by one 
author : 
The earlier view was that  commercial banks should limit themselves 
to short term , self liquidating and readily shif tab le as se ts • •  
This rela tively s tatic approa�h has given way to dynamic "con­
version of funds " approach , wi th loan demand receiving priori ty 
after primary reserves have been provided for .  Funds in exces s 
of primary and secondary reserves and loan requiremen ts are 
inves ted in marke tab le securi ties . ! 
According to the new as sets managemen t approach the s i ze o f  
loans and liquid asse ts are independently de termined ;  there fore , the 
size of inves tmen ts would be residual . Larger vo lume of loans would 
leave · smaller volume of funds for the inves tment account .  
The ratio o f  loans to depos i ts i s  widely used in bank asset  
management . According to one s tudy , the ratio favored by banks ranged 
from 45 to 80 percen t ,  with three-four ths favoring a maximum of les s  
2 than 65  pe rcent and one- third less than 60 percen t .  
1 Jules r .  Bogen , Changing Composi tion of Bank As se ts (New York : 
Gradua te School of Bus iness Adminis tration , New York Univers ity , 1961) , 
p .  4 3 .  
2 Ibid. , p .  10 . 
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The b anks in Tennes see have considerably increased their loan 
deposi t ratio·, as shown in Table 4 . 3 .  
TABLE 4 . 3  
CHANGES ' IN · LOAN DEPOSIT RATIO AMONG TENNESSEE BANKS 
Year Loan Depos i t  Ratio: 
1945 19 . 9  
1950 40 . 0  
1955 4 3 . 2 
19 60 50 . 8  
1965 5 7 . 3  
Source : Annual Reports of Federal Deposi t  Insurance Co rpora tion , 
1945-1965 (Washington : Federal Deposi t  Insurance Corporation , 19 46-
196 6 ) . 
High credi t demand during the period has led to higher .interes t 
rates . The higher the interes t ra tes are , the higher is a bank ' s  
3 loan�deposi t  ratio . Higher loans for bank asse t  managemen t means a 
lower inves tmen t account . The por tfolio size is de termined by depos its 
4 (net of  required reserves) plus cap ital accounts less business .loans • . 
The more rapi d growth o f  loans as compared to deposi ts during the period 
required an additional source of funds to meet  the demand · for loans . 
This additional · source of funds was found in the declining size of  the 
inves tment account . 
3s tanley M. Benson , "An Empirical Analysis of Bank Lending 
Behavior , " .!.!!!. Economic Essays , I (Fall 1965) , 313 . 
4navid T .  Hulett , "A Short Run Model of Commercial Bank Po rtfolio 
Behavior , "  Doc toral Abs trac t ,  The Journal of Finance , XXII (Sep tember 
196 7 ) ,  488 . 
- -
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The risk asso ciated wi th the quali ty o f  the assets would be  
ano ther factor to  be cons idered in bank asset management .  The overall 
quali ty of b usiness loans ex tended by comme�cial b anks has improved con-
siderab ly .  Also , the purchases o f  s tate and local tax-exempts have 
been concentrated in highly rated issued. 5 Figure 4 . 1 on the following 
page gives the relationship of risk as sets (loans , dis coun ts , and 
inves tments o ther than U. S .  government securi ties ) and to tal asse ts of 
Tennessee b anks . I t  indicates a subs tantial increase in the proportion 
of risk assets . I t  shows the changing attitudes of banks towards risk . 
The increase · in risk assets would na turally lead to a de cline in U . S .  
government securi ties . Increased mob ili ty o f  financial res ources is 
one of the fac tors whi ch keeps the banks ' lending capaci ty fully 
utilized.  
Banks appear to  have become more p rofit oriented , i . e . , basing 
to a greater exten t the ir decisions on cos t and yield considerations . 
Banks , in their ques t for profi ts , have entered in to new lending areas 
such as municipal bonds and mor tgages . Recently , bank credi t cards 
and a practice similar to overdraf t checking have been s tarted . Thus 
the holdings of U . S .  government securi ties by banks reached a low 
level . 6 
5 Bogen , �· ci t . , p .  41 .  
6Leonard c .  Anderson and Albert E .  Bergen , "Asset Management and 
Commercial Bank · Por tfolio Bebavior , Theory and Prac tice , "  The Journal of 
Finance , XXXIV (March 1969) , 220 . 
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The need to have a targe t income level to mee t  the rising interes t · 
paymen ts on time deposi ts is anothe� reason for change in as set composi-
tion . The ris ing level of in teres t ra tes creates two problems for · the · 
banks . Firs t ,  there is the need to raise the yield on earning as se ts 
in order to meet the higher cos t of funds . Second , they need more 
income to of fse t the capi tal losses on exis ting inves tments because of 
the lower prices of the securi ties . 
Table 4 . 4  compares yields on the inves tments and the in teres t 
ra te paid on time deposi ts by Tennessee banks . The data indicates that 
the interes t paid is rising fas ter than the yields on inves tmen ts . If 
capital los ses aris ing from increasing inte res t ra tes were to be included 
the yield on inves tmen ts would be much lower . Such a s� tuation would 
cal l for shi fting funds from low earning as sets to higher yield �s sets . 
Advancing more loans would be one of the al te rnatives . The result would 
be a smaller investment account .  
Year 
1946 
1950 
1955 
1960 
1965 
1966 
TABLE 4 . 4  
INTEREST PAID ON TIME DEPOS ITS AND INCOME EARNED ON 
INVESTMENTS--TENNES SEE INSURED BANKS 
bU of fu�� �te of In teres t 
Earned on Paid on 
Inves tments Time peposi ts 
% % 
1 . 55 1 . 0 3 
1 . 95 1 . 13 
2 . 18 1 . 92  
2 . 9 1 2 . 80 
3 . 81 3 . 71 
3 . 80 3 . 80 
Source : Annual Reeort  of  Feder!l Depos it  Insurance Cijr�o;ation 
(Waspington : Federal Deposi t Insurance Corpora tion , 1947-19 7 • 
below : 
45 
The causes o f  the decline in the inves tment ac coun t are · summa�i zed 
1 .  Rapid expans ion of demand for private credit .  
2 .  Profi t conscious managements . 
3 .  Increa$ed capaci ty to take �isk in asse ts management .  
4 .  Need fo r higher income . 
III . RELATIONSHIP OF BANK SIZE TO THE INVES TMENT ACCOUNT 
Tennes se� Banks have grown gr�atly in size since 1945 . Tab le 
4 . 5  gives the changes in the inves tment account of banks of various 
si zes . 
TABLE 4 . 5  
INVESTMENT ACCOUNT BY SIZE OF BANKS 
Bank Si ze Percent §!f To tal Asse tf!' 
Assets in Millions of Dollars 1945 19SO 1955 1960 1966 
Under 10 50 37  35  33 32 
10 - 25 51 37 32 31 30 
25 - 50 2 7 24  30 26 
50 - 100 35 38  32  32 
100 - 300 25  30 26  24 
300 - 800 20 24 20 
All Banks 5 1  3 3  31 28  26 
The data indicates tha t as banks grow in si ze they tend to have 
a smaller inves tment account . The banks in the $50-100 million size do 
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no t · fi t this general tendency very well - They are usually large rural 
banks . Despi te thi s  e�cep tion , one can hypo thesize that there is an 
inverse relationship b etween s i ze of bank and · s ize of the inves tment 
account -
It  can b e  pointed out at the very outse t tha t  large banks and 
small banks operate in a somewhat different market ,  and have a different 
co s t  s truc ture . The large banks on the average face a higher reserve 
requirement on the deposi ts . The country banks which generally fall in 
the category of small b anks have a lqwer reserve requirement .  This 
leaves a larger propor tion of to tal asse ts of  smaller banks available 
for inves tments and loans . The large banks have a rela tively smaller 
proportion of to tal assets to put in loans and inves tmen ts . This di f­
ference can be observed in the compos i tion of asse ts given in Tab le 4 . 6 .  
Table 4 . 6 fur ther indica tes that larger banks on the average pay 
a higher ra te of interes t on time depos its . Under such circums tances , 
if large banks have to maintain a high rate of re turn on capi tal 
inves ted , they need to inves t a higher proportion of the balance in 
higher yield assets like loans and discoun ts .  Thus large banks are · 
lef t  with smaller amoun ts of funds for the inves tment accoun t .  The 
effort of large banks to increase the loans is evident from a higher 
percentage of ne t los ses on their loans . 
The ability of smaller banks to inves t  in higher risk loans is 
limited by a lower capaci ty to absorb losses and ins tability o f  finan­
cial resources . The smaller number of loans and deposi ts , lower 
liquidi ty and higher level o f  deposit  variability in small b anks 
TABLE 4 . 6  
INSURED COMMERCIAL BANK-•TENNESSE� ASSET COMPOSITION 
AND OPERATING STATISTICS , 196 7 
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Bank Classified bz DeEos i t  Size �millions� I 
Under Over 
Percent of Total Assets 5 5-10 10-25 25-100 100 
Cash and due from o ther banks 15 . 3  12 . 9  14 . 7  15 . 2  21 . 1  
Inves tmen ts 37 . 2  3 7 . 7 33. 2 2 9 . 1  23 . 6  
Loans and dis counts 45 . 6  47 . 3  49 . 9  53 . 8 52 . 3  
Othe r assets 1 . 5  1 . 8  0 . 1  0 . 2 1 . 1  
Ne t operating earnings / 
capital A/ c 13 . 78 15 . 47 15 . 78 17 . 10 16 . 66 
Net operating earnings / 
to tal assets 1 , 23 1 . 27 1 . 16 1 . 29 1 . 17 
Dividends declared as 
percent of capi tal account 2 . 51 2 . 42 2 . 8 7 3 . 20 3 . 18 
Ne t losses on loans percent 
of loans 0 . 10 0 . 14 0 . 17 0 . 16 0 . 16 
Inte rest paid percent o f  
time deposits 3 . 45 3 . 5 8 3 . 69 3 . 6 3 3 . 79 
Source : Bank Operating S tatis tics , 196 8  (Washing ton : Federal 
Deposit Insurance Corporation , 1969 ) , Sec tion 41 . 
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considerably increase the risk of inves tment in lQans and di� counte . 
These views are · s uppor ted by s tudy of  banks in the Ten th Federal Re,erve 
7 dis trict . These considerations seem to induce small ba�e to increase 
their secondary reserves . 
Similar conclusions are indicated in ano the� s tudy by S tanley M.  
Benson : 
The hypothesis tha� the larger is a bank ,  the higher is � ts 
loan default and depqsit  loss as bank si ze increases clearly 
affect  the por tfolio selection policies qf comme�cial banks , 
I t  appears that scale e �onomi�s in banking are i�portan t .  
Large banks are willing t o  hold a larger p roportion o f  their 
portfolios in loans than are small banks . This res�lt has a 
number of  interes ting imp�ications . If an increase in res erves 
is confined to large banks , the resulting inc�ease in loans is 
likely to be far grea ter than it  wo�ld be if the increase in 
reserves accrued mainly to small ba�ks . S 
IV . THE INVESTMENT ACCOUNT OF COUNTRY BANKS 
This s tudy indicates that the b anks operating in rural areas 
tend to have a larger inves tment account relative to banks operating in 
urb an centers . 
The bas ic reasons for thi s trend is  the same which exp lains the 
relationship of b ank si ze and the inves tment accoun t .  Mos t of the 
country b anks are small , dependent on jus t agri cultural sector for their 
7 Lyle E .  Gramley , Scale Economies in Banking (Kansas City :  
Federal Reserve Bank o f  Kansas Ci ty ,  1962) , p .  5 3 .  
8 Benson , �· .£!!· ,  p .  312 . 
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ac tivi ty .  This lack o f  diversification makes banking operations .more 
risky and the management of assets less flexib le .  The reserve .require-
menta for country banks being .lower than that of city banks means that 
they do not need large amounts .of p rimary reserves . Put ting funds -in 
the inves tment account is the bes t alternative availab le .  Even though 
there may be a demand for loans expans ion , country banks .are not likely 
to expand their loans to the same .degree as ci ty banks because of their 
inflexib le risk si tuation . 
A glance at Tab le 4 . 7 which gives the loan .deposit  ratios and 
the si ze of the inves tment ac counts relative to earning asse ts , indi-
cates that in 1950 the di fferences be tween city and country banks were 
not signifi can t .  Since then the s truc ture o f  banking in me tropoli tan 
areas has changed considerably .  The ci ty banks have grown in size 
and there has been a large increase in the number of b ranches --from 29 
in 1950 to 3 77 in 196 6 . The problem again comes to di fferences in the 
si ze o f  banks . According to Benson , 
The hypothesis that agricultural banks ho ld smal ler propor tions 
of their portfolios in loans than do o ther banks - is rej ec ted . 
The observed dif ferences between the portfolios o f  agricultural 
and nonasricultural b anks are apparently explained by di fferences 
in bank s ize . 9 
Banks in agricul tural areas are - dependent on a single sector 
and their .fortunes fluc tuate with agricul ture , and in addition , if  the 
bank is small , the depos i ts are likely to be very uns table . The mo re 
9 Ibid . , p .  312 . 
. . . .so . 
uns table the sources of funds .of a .bank are , the larger . the .propor tion . 
of i ts portfolio tha t it  need .hold in .fo rm of secondary reserves and 
the smaller the amoun t of lending it may undertake . 
Chattanooga 
Knoxville 
Nashville 
Source : 
Reserve Bank 
TABLE 4 . 7 
SELECTED ASSET RATIOS OF SMSA BANKS 
Lo§S De2osi t  Ratio Inves tment to 
SMSA Res t of Area SMSA 
1950 32 33 58 
19 65 5 7  42 32 
1950 25 31 6 6  
1965 so 50 42 
1950 . 44 45 43 
1965 60 55 32 
Sixth Dis trict Economic S tatis tics (Atlanta :  
of  Atlan ta ,  1966 ) , p .  32 . 
V .  COMPOSITION OF THE INVESTMENT ACCOUNT 
Earning As sets 
Res t  of Area 
5 7  
4 8  
6 1  
4 4  
46 
41 
Federal 
Apart from the decline in the size of the inves tmen t ac count , 
the relative s i ze of  U . S .  government securi ties , and s tate and local 
bonds has been changing . The data on this aspe ct of composition o f  the 
investment account is summarized in Table 4 . 8 .  
The tab le indicates a .subs tantial decline in the size o f  u.s. · 
government securit !es and an increase in s tate and local ob li gations . 
TABLE 4 . 8 
COMPOSITION OF INVESTMENT ACCOUNT 
ALL TENNESSEE BANKS 
Percent of the Total Assets 
51 
u. s .  Government State and Local 
Secu�i ties Obligations 
Inves tment 
Account 
19 45 
1950 
1955 
1960 
1966 
48 
29 
26  
22 
16 
4 
4 
5 
6 
10 
Note : Data does no t add because o f · rounding errors . 
51 
33 
31 
28 
25 
Figure 4 . 2  gives a clear picture . of  the trends of U . S .  government 
securi ty holdings in Tennessee banks . The U . S .  government securi ty 
holdings show a regul�r decline from 48 percen t in 19 45 to less than 20 
percen t of the tot al assets in 1966 . However ,  i t s till showed increase 
in absolute amoun ts after 1950 . The sharp increase · in holdings of U . S .  
government securi ties in 1953-1954 and 195 7-195 8 can be expalined by 
the movemen ts of business cycle . During the periods of expans ion which 
followed , the holdings were reduced . The overall trend , however ,  
remained unchange d .  It  mus t be  men tioned again that this trend could 
not have con tinued indefinitely because b anks hold various forms o f  
deposits agains t which they are required to hold U . S .  government 
securi ties . 
The growth o f  s tate and local ob ligations held by Tennessee banks 
is indicated by Figure 4 . 3 .  I t  shows a con tinuous and growing interes t 
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of Tennessee commercial banks in s tate and lo cal ob ligations • . To 
unders tand the cause of  this shi f t  from U . S .  governmen t securi ties to 
s tate and local ob ligations one needs to s tudy their marke t and charac­
teris tics which make securi ties desirab le for inves tment portfolio . 
The following dis cussion examines the two types of securities in some 
de tail to bring out their salien t charac teris tics . 
U . S .  Governmen t Securi ties 
A maj or por tion o f  the inves tment account is composed o f  u.s. 
government securi ties . Therefore , a discuss ion of their s truc tural 
composi tion would be in order.  This form is composed of several dis­
tinct securi ties . These is sues are de fined by the length to maturity . 
They are as follows : 
1 .  Treasury bills , 
2 .  Certi ficates of indeb tedness , 
3 .  Treasury no tes , 
4 .  Treas ury bonds . 
The mos t  important holders of federal deb ts are · the Federal 
Reserve Banks , commercial banks , nonfinancial co rporations , fo reign 
accounts , nonlife insurance companies , and securi ty dealers . All o f  
these inves tors hold a cer tain por tion o f  U . S .  government securi ties to 
provide liquidity . The remainder of  their holdings represen t the tem­
porary inves tmen t o f  what would othe rwise be tempo rary idle funds . 
Supply of Q·�·. Government Se curi ties 
The supply of various deb t ins truments have cons iderable in flu­
ence on the composi tion of securities held by financial ins ti tutions 
and household sec tor . In 1929 ,. the pub lic deb t and guaran teed issues 
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totaled $16 . 3  billion ,  by 1940 this deb t had increased to $50 . 9  billion , 
and by the end of World War II the level of deb t approached $2 85 billion . 
During the 1946-1966 period ,  there were only six years in which the 
level of deb t was reduced and many of .these reductions were small in 
relation to to tal size of the deb t .  Increases in the public were more . 
frequent and much larger than the decreases . Congres s ,  in 1959 , imposed 
a deb t limi tation of $2 85 billion .  However , be fore the end o f  that 
year and since th�t time the level of .deb t has s tood well above $2 85 
billion . Congress continues to approve temporary increases in deb t 
limi tation . During the 1961- 1965 period the annual increas es in pub lic 
deb t and guaranteed issues averaged $6 . 2  billion . 
Demand for U.!. Government Securi ties 
There are four b asic considerations underlying the banks ' demand 
for U , S .  Government securities . 10 One , par t  of their holdings repre-
sent temporary underwri ting support . TWo , b anks mus t provide for 
liquidi ty in o rder to mee t deposit  wi thdrawals and to respond quickly 
to increases in the demand for b ank loans . Three , a maj or portion o f  
the banks ' holding represen ts collateri al agains t public depos i ts , 
repurchase agreements  and advance from the Federal Reserve Banks . During 
the periods o f  tight  money policy , virtually all o f  the banks ' to tal 
10 James B .  Ludke , The American Financial Sys tem .(Bos ton : -
Allyn and Bacon , Inc . , 196 7r;-p .  49 6 . 
holdings of U . S .  government securities may be pledged as collateral . 
Four , because banks are conscious of yiel d ,  when the spread between 
government securi ties and o ther deb t ins truments narrows the banks are 
mo tivated to increas e the government securi ties ' por tion of �eir inves t� 
ment accounts .  Als o ,  the inclusion of these securi ties in their inves t• 
ment account lowers the overall risk of inves tments . 
Table 4 . 9  shows the ownership o f  u.s. Government securi ties . at 
the end of 1965 . C ommercial banks were the mos t impQrtan t  ins ti tutional 
inves tors , followed by the S tate and local governments , nonfinanci$1 
corporations , s avings and loan associations , and nonlife insurance 
companies . 
TABLE 4 .  9 
U . S . GOVE�NT SECURITIES , END OF 1965 
To tal Outs tanding 
Household 
Commercial b anks 
Mone tary authori ty 
S tate · and local government 
Nonfinancial corporations 
Others 
Billions of Do llars 
2 71 . 0  
78 . 6  
65 . 4  
40 . 8  
24 . 5  
16 . 2  
45 . 5  
Percent 
100 . 0  
29 . 0  
2 4 . 1 
15 . 1  
9 . 0  
6 . 0 
16 . 8  
A review of the data given in Table 4 . 10 on the annual flows of 
funds into U. S .  government se curi ties indi ca tes a ne t outflow of 
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cons iderable size in each of the three years · on account o f  commercial . 
banks . A large part of .the inflows can be attributed to the househo ld 
sector and the Federal Reserve . The banks ' flows into and out of .u.s. 
governmen t securi ties are more volatile . than any o ther maj or financial 
flow .  During the 1957-1958 recession , b anks increased their holdings 
of U. S .  government securities at an annual rate be tween $10 and $11 
billion and during the pried .of .expansion that followed the banks . 
reduced their holdings at the annual rate of $4 b illion in the firs t 
year and $6 b illion in the second year . Such a sell-off could no t 
continue indefinitely because b anks hold various types of deposits 
11 agains t which they are required to hold U . S .  government securi ties . 
TABLE 4 . 10 
ANNUAL FLOWS INTO U . S .  GOVERNMENT SECURITIES , 19 6 3-1965 
1963 1964 1965 
Sour ce $ % $ % $ 
To tal net issues 5 . 2  100 . 0  6 . 2  100 . 0  4 . 1  
Households 3 . 7 71 . 5  2 . 1 33 . 9  3 . 0  
Commercial banks -2 . 6  (50 . 0 ) - . 5  ( 8 . 1 ) -3 . 0  
Federal Reserve 2 . 8 53 . 9  3 . 5  56 . 4  3 . 7  
Corporate business . 4  7 . 8 -1 . 5  (24 . 1 ) -2 . 15 
State and local governments . 7  1 3 . 5  . 4  6 . 5  2 . 4 
Others . 3  5 . 8 2 . 2  35 . 5  -1 . 0  
Source : Flow of Funds , Assets and Liabilities , 19 45-1965 
% 
100 . 0  
73 . 2  
(7 3 . 2 ) 
90 . 2  
(51 . 2 ) 
58 . 5  
(24 . 4 
(Washing ton : Board of Governors of Federal Reserve �ys tem, Divis ion 
of Research and S tatis tics , 1966 ) , p .  
11rb id . ' p • 49 7 .  
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S tate and Local Bonds 
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S tate an d  local bonds have two characteristics which are signifi-
can t · for their inclus ion in the inves tment pro tfolio of a bank • .  They 
may be used to secure the deposits of local pub lic funds . If .so 
employed , they cannot be considered a part - of  the secondary reserves 
of a b ank and canno t be released .for s ale by a wi thdrawal of .the funds 
which they secure unless o ther similar bonds are .sub s ti tuted for them •. 
Therefore , this type of bonds would be useless for liquidity . 
The second mos t important  characteris tic of s tate and local 
ob ligations is their tax exemp t s tatus . The interes t  earned on thes e  
bonds i s  exemp t from federal corporate and personal income taxes . thereby 
making this form o f  income very attractive to inves to rs subject  to 
relatively high tax ra tes . 
Some o f  the shor t and .intermediate . term s tate and local .obliga-
tions serve as liquidi ty sub s titutes for U . S .  government securi ties . 
This , however ,  depends on their marketab ility . As far as s afe ty is 
concerned , s ta te and municipal bonds are next to U . S .  government securi-
ties . This is  probab ly true of these bonds as a clas s but i t  mus t be 
remembered that there are exceptions . I t  would be j us ti fiable to say 
that cer tain foreign and domes tic corporate bonds are much safer than 
low grade muni cipal b onds , particularly many special asses sment munici-
12 
pal bonds . 
12 Paul M.  Atkins , 1!!!!!., Secondary Reserve � Inves tment 
Policies , (New York :  Bankers Pub lishing Company , 19 30) • P • 99 . 
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Supply o f  S tate and Local Obligations 
Be tween 1946 and 1965 ,. the .expenditures of s ta te and local . . 
government increased more . than six times , .and approximately one""':half  of 
their capital expenditures were financed .by borrowing . During this . 
period , the level o f  s tate and local deb t increased almos t seven times . 
This rapid rise in expendi tures and deb ts reflected an effort on the 
par t of these governments to catch up on the Second World War pos t- . 
ponemen ts o f  capi tal outlays .and . to mee t the needs and des ires o f  a 
larger and weal thier socie ty .  The annual issues o f  s tate · and .local 
securi ties (new capital and .refunding ) are pres ented in Figure 4 . 4  •. 
The rapid increase in the supply of . these deb t .ins truments has a defi­
nite impac t on the composition of .the inves tment account of various 
banks . Increased inves tment in s tate and local b onds would leave a 
smaller proportion of funds availab le · for inves tment in U . S .  government 
securities . 
Demand for S ta te and Local Obligations 
Table 4 . 11 shows the ownership .of s tate and local bonds at . the 
end of 1965 . A cursory view .of the data · indicates that vir tually all 
of the total demand for s tate and local obligations is concentrated in . 
three sec tors : househo ld , nonlife insurance ,  and commercial banks . At 
the end o f  1965 , these inves tors held .almos t 90 .percent of the to tal 
s tate and local ob.liga tions outs tanding . . 
Commercial b anks are the s ingle .most impor tant . class of ins ti tu­
tional inves tors in s tate and local obligations . At the end of 1965 , 
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TABLE 4 , 11 
STATE AND LOCAL OBLIGATIONS OUTS TANDING, 
END OF 1965 
To tal Outs tanding 
Household 
Nonlife Insurance Companies 
Counnercial Banks 
Othe rs 
Billions of Dollars 
101 . 1  
40 . 5  
11 , 0 
38 , 2  
11 . 4  
61 
Percent 
100 . 0  
40 . 1  
10 , 9  
37 ,; 8  
11 . 2 
Source : Flow of Funds , Assets and Liabilities , 1945-1965 
(Washing ton :  Board o�Governors of Federal Reserve Sys tem,  Divis ion 
o f  Research and S tatis tics , 1966 ) , p .  5 7 .  
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the commercial banks held .almos t . two�fifths .of  the to tal amoun t .of . 
st ate and local ob ligations outs tanding , . .  and .this form of  .inves tmen t 
represented 11 . 5  pe rcent of  the .banks ' . to tal financial as se ts .and more 
than one- third of banks ' to tal .boldins of .securi ties , 
The importance of the commercial banks ' in teres t in s tate and 
local ob ligations can .be gauged from th e annual flows given · in Tab le 
4 . 12 .  During the period 1961-19 65 ,. th e commercial banks ' annual flow 
accounted for 50 percent or more o f  the total flow o f  funds into . this 
marke t .  In the ye ar 19 63 , the banks ' share o f  the to tal financial flows 
reached 70 percent. 
The banks ' activi ty .in this marke t is di rectly rela ted to the 
development in the marke t for nego tiable cer tificates of deposi ts • .  
Banks mus t invest funds in ins truments . that provide re turn equal to 
or greater than the rate being paid on certificates of deposi t .  
Since commercial banks are . taxed a t  the same rate · as corporations , 
their after- tax re turns from tax exemp t securities is higher than the 
re turn from u.s. government .securities or co rporate · bonds •. Some .of .the 
holdings may be exp lained in terms of local pres sure to inves t in bonds 
is sued by autho rities in the area served by the banks . The quali ty of . 
bonds purchased under pres sure may sometimes be slightly lower than the 
banks would desire , but as long as such inves tments are a .very small 
propor tion o f the .to tal asse ts , they do no t pose a serious prob lem . 
The yields on di fferen t bonds is one o f  the important factors .in . 
de termining the choice o f  securi ties . S tate and municipal b onds are 
very attractive be cause of their tax free income . Thi s hypothes is can 
6 3  
TABLE 4 . l2 
ANNUAL FLOWS INTO STATE AND 40CAL OBLIGATIONS 
196� 1964 
! 
I $'  �96Si I Source o f  Flows � I � $ 
Tot al Ne t Flow 7 . 4  100 . 0  6 . 4 100 . 0  8 , 0 100 . 0  
Household · 1 . 6  21 . 6  2 . 6 40 . 6  3 . 7 46 , 3  
Nonlife Insurance Companies . 8  10 . 8  . 2  3 . 1 . 2  2 . 5  
Commercial Banks 5 . 2  70 . 3  3 , 6  56 . 3  4. 7 5 8 . 8  
Othe rs - . 3 ( 4 , 1) . 1  1 . 5 - . 6  ( 8 . 9 ) 
Source : � £! Funds , Asse ts aed Liabi li ties , 1945�1965 
(Washing ton : Board of Governors of Fede�al Reserve Sys tem , Divis ion 
of Research and S tatis ti cs , 1966 ) , p .  79 . 
No te : Data in billions of dollars . 
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roughly be tes ted by comparing the .yield .di fferentials and .the flow 
of funds . Figure 4 , 5  gives the yield di fferentials be tween s tate and 
municipal bonds and U . S .  government securities . .It also shows tpe flows 
into s tate and local bonds as a percentage of the to tal flow into the 
inves tment account for Tennessee banks . 
Figure 4 . 5 indicates that there was a larger flow into s tate · and 
municipal bonds whenever there was .an increase in the di fferential . 
be tween the s tate and municipal .bonds and u.s. government securities . 
S tab le or smaller flows into s tate .and local bonds during the periods 
1953-1954 , 195 7-f95 8 .  and 1960-1961 coincide with . the recess ionary con­
di tions ob taining in the econo�y . .During recess ionary .periods banks 
tend to shift their funds to lower risk inves tments ,  .i . e . , u.s. govern­
ment securi ties . The yield spread be tween s tate and local ob ligations , 
on an after tax bas is , and u.s . . government securities has narrowed after 
1961 prob ably due to high demand . Ano ther reason which makes the com­
mercial banks overly cons cious of .yields is  the growth of time .deposits . 
The banks mus t earn more income than they pay .as interes t on time 
deposits  to b e  profi tab le .  The banks seem to have becGme· more · profi t 
oriented . In their ques t for pro fits , banks have entered no t only such 
areas as s tate and municipal bonds but also mor tgages . Holdings of 
1 3  U . S .  government securi ties are being drained . 
To summarize the dis cussion it  can be s aid that commercial banks 
in Tennes see have increased the relative size of s tate · and local bonds 
13 Anderson , .22.· ci t . , p .  220 . 
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in their inves tment por tfolio . The .reas ons for this change in the 
composi tion of  the inves tment can .be attributed to : 
. 66 
1 .  Commercial banks willingness .to inves t an increasing 
propor tion of thei r to tal as sets in risk as sets . A glance 
at Figure 4 . 1 , .page 43 , .would clearly indicate . the changing 
atti tude of banks .wi th respect to as se t management .  They 
are putting a larger propor tion of thei r as sets in loans 
and risk inves tments . 
2 .  Banks have become .very .cons cious of the prpfits and .yield 
on inves tmen ts . .The .flow of funds are closely related to 
the movement of .yield on .various securities , as shown by . 
Figure 4 . 5 . S tate and local .b onds are specially at trac tive 
because of their tax .free s tatus . 
3 .  Figure .4 . 4·, page 6 0 ,  indi cates a rapidly growing supply of 
s tate and local .b onds . .Broader market in s tate and local 
bonds makes them more attrac tive . 
4 .  Long periods of booming economi c conditions wi thout any .deep 
recess ion encourages inves tment in higher risk securi ties •. 
Growth in s tate and loc al bond holdings occurred mainly 
during the 19 60 ' s ,  a period of booming economy . Threa t 
of recess ion leads b anks to shi f t  a part of thei r inves tmen t 
to less risky U . S .  gove rnment securi ties . 
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VI . MATURI TY COMPOS ITION OF U . S ,  GOVERNMENT SECURITIES 
HELD BY TENNES SEE BANKS 
Na tional banks in Tennessee have decreased th eir average leng th 
of maturi ty of U . S .  government securities . Tab le 4 , 13 indi cates tha t 
in catego ries of five to ten years , and over ten years , maturi ty 
decreased by 51 percen t and 42 percen t respectively dur ing the 1950-
1966 per iod . Short term securities un�e r five years have increaeed by 
14 36 pe rcent . The overall growth o f u . s .  government se curi ties was 
only $14 7 , 089 over the 1950-1966 period as shown by Tab le 4 . 13 .  M�s t  
of the inc rease occurred in the category wi th ma turi ty under 5 years . 
The inves tmen t in securi ties with ove r 10 years maturi ty ac tually 
declined by $7 , 618 ,000 . The inves tmen t in securi t!es wi th a five to 
ten year matur� ty perioA varied considerably,  having the maxim� of 
$252 , 26 8 , 000 tn 1954 and low of $37 , 019 , 000 in 1961 . The to tal increase 
in the category , over the period , was $24 , 568 ,000 . 
The · growth change in maturity composi tion o f  u . s .  government 
securi tie s o� s tate member b anks was along the same line . Th e  dis cus-
sion which follows analys es the marke t fqr various maturi ties and the 
fac tors which inf luence the marke t .  
In 19 29 the pub lic deb t had $3 1 3  billion short and intermedia te 
te rm bonds , $11 . 3  billion Treasury bond� , �d $0 . 6  billion special 
is sues . There were no nonmarke tab le issues outs tanding at that time . 
14Annual Re�or t of � Federal Deposi t Insurance Co�pora tion 
(Washing ton : Federal Deposit  �nsurance Corporation , 1946-1967) . 
Year 
(Dec . ) 
1950 
1951 
1952 
195 3 
1954 
1955 
1956 
195 7  
1958 
.1959 
1960 
1961 
1962 
19 6 3  
1964 
1965 
1966 
TABLE 4 . 13 
MATURI TY DISTRIBUTION OF GOVERNMEN� SECURI TY PORTFOLIO 
OF ALL NATIONAL BANKS IN TENNESSEE (1950-19 66 ) 
Tot al 
Under 5 to Over U . S .  Gov ' t 
5 Years 10 Years 10 Y,ears Securi ties 
369 , 6 36 48 , 028 17 , 769 436 , 5 33 
416 , 866 45 , 346 24 , 9 7 8  48 7 , 190 
382 , 060 111 , 438 22 , 9 33 516 , 431 
403 , 7 74 96 , 591 14 , 83� 515 , 19 6  
313 , 869 25 2 , 268 1 7 , 706 583, 84 3 
296 , 785 19 1 , 90 8  10 , 838 499 , 531 
39 1 , 5 73  89 , 9 38 9 , 820 491 , 331 
425 , 439 44 , 55 4  13 , 6 76 433 , 669 
462 , 096  9 1 , 434 12 ; 9 99 566 , 529 
4 76 , 9 36 5 3 , 42� 10 , 5 88 540 , 049 
49 7 , 039 42 , 207 4 , 06 8  543 , 314 
55 4 , 220 37 , 019 �0 , 32 4  601 , 563  
523 , 737 71 , 0 32 3 , 109 563 , 865 
487 , 705 9 7 , 417  7 , 894 593 , 016 
55 1 , 56 1  87 , 226 4 , 380 643 , 16 7  
490 , 9 15 100 , 742 10 , 649 602 , 304 
500 , 875 72 , 596 10 , 151 5 83 , 62 2 
68  
Increase 
1950-66 131 , 239 24 , 56 8  - 7 , 6 18 147 , 089 
Annual 
Change 8 , 202 1 , 5 35 -4 76 9 , 19 2 
ation 
Source : Annual Report of the Federal Depos it Insurance Co�or-
(Washington : Federal Deposrr-Insurance · Corpo ration , 1951-1 � 7) . 
No te : Data in thousands of dollars . 
The ma turity s tructure .has .changed .considerably stnce then . 
maturity s tructure in 1965 in billions was as follows : 
Less than 1 year 
1 to 5 years 
5 to 10 years 
$87 . 6  
$60 . 6  
$35 . 0  
42 . 0% 
29 . 0% 
16 . 8% 
Over 10 years $25 . 5  12 . 2% 
. . .  69 
The 
The average length of maturity .in 1965 was 5 years . At the end 
of 1946 , the deb t ' s  average maturity was 7 years 11 months , but by 1950 
the maturity had fallen to 5 years . During the period 1952-1966 , the 
average length of ma turity of the deb t varied .be tween 5 years 6 months 
and 4 years 2 months . S tar ting from a given average · maturi ty , the 
average maturi ty would decline wi th the passage of time . 
One of the goals of federal deb t managemen t is to achieve a 
proper balance in the maturi ty s tructure of  the deb t .  An undue concen­
tration of securi ties in short term maturi ties .requires frequent and 
s i �eable re funding . Such a si tuation also reduces the flexibili ty 
required for the conduct of mone tary policies . Since 1959 , the Treasury 
has engaged in "exchange financing , "  the advance re funding of the 
issues to change the maturity compos i tion . 
Figure 4 . 6  gives the maturity s truc ture of U . S .  governmen t 
marke table and convertible deb t .  It  indi cates that  the relative s ize 
of deb t maturi ty wi thin 1 year has increased whereas the deb t wi th 
maturity over 5 years has declined cons iderably .  
At the beginning o f  1966 , commercial bank holdings of U . S .  
government securi ties by ma turi ty dis tribution by call classes was : 
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Figure 4 . 6 .  Maturity compos i tion o f  outs tanding U. S .  governmen t 
securi ties . 
. . 7.1 
Maturi ty Classes % of Sec tor Holdins % of Total . Outs tanding 
Wi thin 1 year 45 . 4  49 . 8  
1 to  5 years · 34 . 1 25 . 6  
5 to 10 years and .above 20 . 4  2 4 . 8 
More than 75 percent .of the holdings were grouped in the .firs t 
two maturi ty classes . Les s  than 2 percent of the ho ldings had a maturi ty 
leng th over 10 years . I t  clearly indicates the commercial banks ' 
emphasis on liquidity . 
De terminan ts o f  Cyclical Changes in Government Securi ties 
The banks at a given momen t have a cer tain maximum lending 
capacity determined by legal rese rve .requirement ,  minimum need for . 
primary and secondary reserves and asset  management policies . This 
maximum lending capaci ty expands wi th growth of economy . The rate of 
expans ion of lending capaci ty during reces sion has generally accelera ted 
15 and slowed down during recoveries . At the same time , the demand for 
loans tends to decline during recession and expand during upswing . 
The ne t result is idle lending capacity during recession and de ficient 
lending capacity during expans ion . The · idle funds are inves ted in U . S .  
government securi ties which are sold o ff when loans · go up during 
expans ion . 
Banks maintain the long- term government at lower levels to avoid 
capital loss arising from higher interes t rates during the bus iness 
cycle . Therefore , purchases of U . S .  government secur� ties is limited 
15
Michael E .  Levy , Cycles � Government Securi ties (New 
York : Indus trial Conference Board , 1965 ) , p .  1 8 .  
12 
to short term b ills , The long . term .governments are · repurchased .during . 
the periods o f  falling interes t .rate • S tate . and lo cal bonds are also 
considered close subs ti tues .o f .u •. s •. long- term securities . .Changes in 
the spread be tween rates would .lead to arbitrage . ·. Banks may also .sell 
a part · of their higher risk bonds in anticipation of recessionary 
condi tions . 
Yield Consideration 
Under this  hypothesis it  should be expected that  the b anks would 
shi ft  the ma turity holdings in favor of be tter  yielding ma turi ties . 
Thi s behavior is tes ted by comparing the movement of interest rates and 
flows of funds into long term maturity class of U . S .  government securi­
ties . Figure 4 . 7  compares the flows into long term u.s. government 
securities  of ma turity above 5 years to interes t rate dif feren tials . 
The interes t ra te di fferentials have been plo tted for (1)  yield on 
long term securi ties minus the yield on a 3-5 year maturi ty and (2 )  
yield on long term securi ties .minus . the yield on short term 3 month 
bills .  The range o f  spread between .long term yield and yield on 3-5 
year rates is smaller than the di fference be tween long term rates and 
short term 3 month bills . Thus i t  would be more rewarding for banks to 
· shi ft between long term and short term securities than long term and 
3-5 year maturi ties . The char t shows a close relationship be tween the 
flows into U . S .  long term securi ties held by Tennessee national b anks 
and the interes t rate · dif ferentials . I t  may be pointed out that move­
ment o f  yield differentials o f  di fferent ra tes has a high correlation . 
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There . is also the influence .of  . the business cycle . During .195 3 ,  1957 ; 
196 0  periods of deparessions . there was a ne t outflow from long-term u.s .. 
government securities . The char t .tndicates a ne t .inflow .during the . 
period of expansion which .followed • .  The banks tend t o  .liquidate · govern-
ment securi ties when loans are · expanding .more rapidly . than .demand . 
deposi ts and to acquire government securi ties when loan/ demand deposi t 
ratio grows at a slower rate . than . the normal rate � Much of the .a�j us t-
ment takes place in U . S .  long term .securities . Banks compensate for 
the loss of liquidi ty due to expanding loans by replacing long term 
with short term governments . I t  seems likely tha t  s ince 1952 , there 
has been a secular decline in bank held long terms to compens ate · for 
the upward trend in loan/depos i ts ratio . 16 
An analysis of  the maturity s tructure of b ank held governments 
is comp licated by the possibili ty o f  the shift  of blocks of securi ties 
from one arb itrary maturi ty .classification to the next , due simply . to . . 
the passage of time . This would .be simply the result of failing . to . 
replace · long term issues as they .become sho rt term issues . 
The effect o f  the business cycle on maturities is presented by 
one s tudy as : 
An increase in business loans .requi res a fundamental shift 
out of  long term securities ,. presumably to build up marke table 
ass e ts originally sold to finance the loans . Subs ti tution among 
asse ts is inves tigated further by entering changes in relative . 
interes t ra tes lagged , one� to-three .period . The · resul ts .indi­
cate qui te high elas titi cies of subs titution . The elas ticities 
calculated at the mean o f  bank holdings o f  one- to- five year 
16 Dudley G. Lucke tt , "Compens atory Cyclical Bank Assets Adj us t-
men ts , " The Journal of Finance , XVII (December 1962 ) , 658 . 
governmen t securi ties wi th respec t to interes t ra tes on long 
term government and corporate bonds were -4 . 5  and -4 . 2  and 
wi th respect to 3-5 year government bond ra te the elas ticity 
was 3 . 5 .  An increase in the bank o ffer rate . on CDs shifted 
funds from muni cipals to bills in antic ipation of falling 
long- term bond prices . l7 
75 
Bank holdings of U . S .  government securities are cons idered more 
of a liquid asse t rather than an inves tment .  The changing ro le � of  U . S .  
governmen t securi ties for banks needs to be treated dif ferently from 
earning assets . This changed role necessitates relative increase of 
liquid short term bills and notes . 
17 Hulet t , �· cit . , p.  489 . 
CHAPTER V 
SUMMARY AND CONCLUS IONS 
Analysis of inves tment accoun t  of Tennessee commercial banks 
for the period 1945-1966 provides the following results : 
1 .  There has been a general decline i� the size o f  the 
inves tment account rela tive to to tal asse ts . The reas ons 
for this trend are found in : 
a .  Rapid expansion o f  demand for credi t ,  
b .  Need for higher income , 
c .  Increased bank capaci ty to inves t  in ri sk asse ts , 
d .  Increased emphas is on profi ts . 
2 .  The s tudy indica tes an inverse relationship be tween the 
size of the bank and si ze of the inves tment accoun t .  
Th e  fac tors which influence this relationship are.: 
a .  Higher deposit variability o f  smaller banks , 
b .  Need for larger earnings in case of .large bank 
require larger inves tmen ts in loans and dis counts , 
c .  Higher cos t of deposi t  for larger b anks partly of fse t 
by economies of scale . 
3 .  The analysis indi cate's larger inves tment account for country 
banks relative to banks operating in urban centers . This 
behavior of coun try banks is attributed to the fac t that 
a large maj ori ty of country banks are very small . The 
76 
small banks have larger inve stment account for reasons 
mentioned above . 
4 .  The s tudy indi cates a shi ft away from u. s .  governmen t 
securities to s tate and lo cal bonds in the composi tion of 
the inves tment accoun t .  The reasons for the change in 
composi tion can be attributed to : 
7 7  
a .  Increased willingness of banks to  invest in risk assets , 
b .  Higher yield of  state and local bonds because of the ir 
tax-exemp t s tatus , 
c .  Rapidly growing supp ly o f  s tate and local bonds , 
d .  Long periods of booming economic condi tions encourage 
banks to ta�e higher risks in as se t management . 
5 .  The analys is indicates a decline in average maturi ty l'ng th 
of  U . S .  government securi ties held by commercial banks . 
This trend is possib ly caused by : 
a .  Larger supply o f  short te rm maturi ties ,  
b .  Banks desire to - avoid capi tal losses on long term 
securi ties , 
c .  S tate and local bonds are cons idered a close subs titute 
for long term U . S .  government securities , 
d .  Banks tend to trea t U . S .  governmen t securities as a 
reserve requirement and an asse t providing liquidi ty . 
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APPENDIX 
TABLE A. l 
TOTAL ASSETS BY BANK S I ZE--REGION I 
(DATA IN THOUSANDS OF DOLLARS ) 
Tn!e of  Bank · · Bank ·,s.tu."�te�d ·b:l · Total Assets in Million Dollars 
Year To tal National State Under · 10- · 10-25 25-50 50-100 100-300 300-800 
1945 511 , 842 495 , 2 72 16 , 5 70 16 , 5 70 - - 9 1 , 795 40 3 , 47 7  
1950 634 , 59 8  605 , 105 2 4 , 493 17 , 211 12 , 2 82 - 9 3 , 740 51 1 , 365 
1955 766 , 931 722 , 251  5 4 , 6 80 18 , 656 36 , 024 - - 3 78 , 556 343 , 695 
1960 963 , 541 89 3 , 9 81 69 , 560 11 , 586 8 7 , 9 74 - - 1 31 , 284 762 , 69 7  
1961 1 , 032 , 614 959 , 215 73 , 399 12 , 359 36 , 024 25 , 016 - 135 , 6  76 82 3 , 539 
00 19 62 1 , 144 , 742 1 , 063 , 9 26 80 , 816 12 , 9 1 3  40 , 602 2 7 , 301 - 143 , 9 2 8  9 19 , 9 9 8  
w 1963 1 , 2 76 , 136 1 , 185 ' 9 48 9 0 , 188 1 3 , 838 46 , 348 30 , 002 - 155 , 640 1 , 030 , 308  
1964 1 , 423 , 849 1 , 322 , 9 25 100 , 92 4  14 , 312 - 86 , 612 - 159 , 0 33 1 , 163 , 892  
1965 1 , 510 , 9 75 1 , 402 , 1 83 108 , 792  15 , 0 16 - 9 3 , 776 - 17 8 , 15 8  1 , 229 , 025 
1966 1 , 639 , 504 1 , 533 , 126 106 , 37 8  7 , 729 - 9 8 , 649 - 2 2 1 , 715 1 , 311 , 411 
Change 1 , 12 7 , 662 1 , 037 , 85 4 89 , 80 8  ( 8 , 841) - - - 181 , 762 999 , 455 
Percentage 
Change 219 201 548 (53)  - - - 54 302 *  
*S tar ting base year 1952 . 
Source : Department of Finance , The Univers ity of Tennessee ; Knoxville , Tennessee (n .d . ) . 
Year 
19 45 
1950 
1955 
1960 
1961  
1962 
196 3  
196"4 
1965 
1966 
Source : 
Total 
200 , 69 8  
129 , 841 
129 , 843 
164 , 408 
174 , 900 · 
16 8 , 2 9 8  
162 , 247 
rJ7 , 426 
166 , 446 
156 , 822 
TABLE A. 2 
U . S .  GOVERNMENT SECURI TIES BY BANK SIZE--REGION I 
(DATA IN THOUSANDS OF DOLLARS ) 
· Ty2e · of . Bartk . Bank - S i ze Dete rmined hi To tal Assets in Million Dollars 
National State Under 10 10-25 
194 , 431 6 , 26 7  6 , 26 7  -
125 , 726 4 , 115 3 , 389 726 
120 , 410 9 , 4 33 · 4 , 116 5 , 317 
154 , 130 10 , 2 7 8  1 , 9 11 8 , 36 7  
166 , 219 8 , 6 81 1 , 960 5 , 05 7  
160 , 5 14 7 , 784 1 , 91 7  4 , 402 
152 , 505 9 , 742 2 , 171 5 , 3 73 . 
16 4 , 688  12 , 738  2 , 651 -
153 , 781 13 , 165 2 , 669  -
144 , 7 6 3  12 , 059 1 , 406 -
25-50 
-
-
-
-
1 , 664  
1 , 465 
2 , 19 8  
10 ; 087 
10 , -496 
10 , 653 
-
50-100 100-300 
24 , 818  169 , 313 
16 , 95 8  10 8 , 76 8  
- 65 , 4 76 
- 2 2 , 99 2  
- 2 3 , 199 
- 2 3 , 6 00 
- 2 3 , 7 82 
- 2 4 , 279  
- 2 2 , 877  
- 2 1 , 22 6  
- -- ..-:. - -· -
300-800 
54 , 9 34 
131 , 138  
14.3_. 020 
-��.9 14 
128 , 72 3 
140 , 409 
130 , 904 
123 , 5 3 7  
Department o f  Finance , The Universi ty o f  Tennessee , Knoxville , Tennessee (n . d . } .  
00 
� 
Year 
1945 
1950 
1955 
1960 
1961  
19 62 
196 3  
196 4 
19 65 
196 6  
Highes t  
Lowes t 
Source : 
Tot al 
23  
20  
17  
17 
17 
15 
13 
12 
11 
10 
32 
10 
TABLE A. 3 
U . S .  GOVERNMENT SECURITIES BY . BANK SIZE--REGION I 
(DATA : PERCENTAGE OF TOTAL ASSETS )  
Ty�e o f  Bank : 
Nationai 
Bank Si ze De termined bl Total Assets in Million Dollars 
S tate Under 10 10-25 25-50 · 50-100 100-300 300-800 
39 38 38  - - 2 7  42 
21 14 20 6 - 19 2 1  
17 17  2 2  15 - - 1 7  16 
17 15 16 14 - - 18 19 
17 · 12 16 14 7 - 17  17  
15 10 15 11 5 - 16 15 
13 11 16 12 7 - 15 13 
12 13 19 - 1 - 15 12 
11 12 18 - 1 - 13 11 
9 11 18 - 1 - 10 9 
39 38  38  17 - 2 7  42 2 1  
9 10 15 10 - 19 10 9 
Department of Finance , The Universi ty of  Tennessee, Knoxville , Tennes see (n . d . ) .  
00 
VI 
TABLE A . 4 
STATE AND MUNICIPAL , BONDS BY BANK S IZE--REGION I 
(DATA IN THOUSANDS OF DOLLARS ) 
Type o f  Bank Bank S ize Determined by Total Assets in Million Dollars 
Year To tal National S ta te Under 10 10-25 25-50- 50-100 100-300 300-800 
1945 22 , 99 8  22 , 430 5 6 8  568  - - 4 70 2 1 , 960 
1950 2 8 , 192 26 , 80 1  1 , 391  71 7 ; 6 74 - 2 , 0 79 24 , 722  
1955 3 7 , 9 81 35 , 799 2 , 1 82 1 , 2 80 · � 902 - - 20 , 62 7  15 , 1 72 
1960 42 , 415 38 , 540 3 , 875 1 , 128 2 , 747  - - 3 , 8 85 34 , 655 
196 1  43 , 0 76 38 , 39 4  4 , 6 82 - 1 , 2 80 2 , 05 1  1 , 35 1  - 3 , 995 34 , 39 9  
1962 25 , 758 20 , 920 4 , 838 1 , 2 7 7  2 , 16 8  1 , 39 3  - 3 , 831  1 7 , 0 89 
196 3  99 , 599 9 3 , 56 9  6 , 030 1 , 2 89 3 , 724  1 , 017 - 4 , 2 74 89 , 29 5  
1964 151 , 89 3 · 146 , 16 1  5 , 732 1 , 407 - 4 , 325 - 4 , 652 141 , 509 
1965 169 , 52 1  162 , 625 5 , 732 1 , 40 7  - 5 , 6 10 - 15 , 69 2  146 , 9 3 3  
1966 175 , 049 169 , 4 76 5 , 5 7 3  5 71 - 5 , 002 - 19 , 332 150 , 144 
Source : Department of Finance , The Univers i ty of Tennessee , Knoxville , Tennessee (n . d . ) .  
00 0\ 
1 
Year 
1945 
1950 
1955 
1960 
196 1 
1962 
1963 
1964 
1965 
196 6  
Highes t  
Lowes t 
Total 
4 
4 
5 
4 
4 
2 
8 
11 
11 
11 
11 
2 
TABLE A . 5 
STATE AND MUNICIPAL BONDS BY . BANK SIZE�-REGION I 
(DATA : PERCENTAGE OF TOTAL · ASSETS ) 
. . .  
· · €i2e . of · Bank : 
Rar-onai State 
. Baak .Size .»ete�in�d· b:I·- Total · Assets iu Million Dollars 
Under 10 . 10-25 · 25-50 50-100 lOQ-300 · 300-800 
5 3 3 - - - 5 
4 5 4 5 - 2 5 
5 4 7 3 - - 5 4 
4 6 10 5 - - 3 4 
4 6 10 6 5 - 3 4 
2 6 10 5 5 - 3 2 
8 7 9 8 3 - 3 9 
11 6 10 - 0 - 3 11 
12 6 9 - 0 - 8 12 
11 5 7 - 0 - 9 11 
12 7 11 8 5 2 9 12 
2 3 3 3 3 1 3 2 
Source : Department of Finance , The Universi ty of Tennessee . Knoxville , Tennes see (n . d . )  • . 
00 
..... 
Year 
19 45 
1950 
1955 
1960 
196 1  
1962 
196 3  
196 4  
1965 
1966 
Change 
Per centage 
Change 
Source : 
88 
TABLE A. 6 
TOTAL ASSETS BY BANK S IZE--REGION II 
(DATA IN THOUSANDS OF DOLLARS ) 
Bank Size Determined by : To tal . 
!lEe of Bank Assets . in Million Dollars 
Total National S tate Under . lO .  10�25 . 25-:-50 · 
190 , 2 79 56 ' 790 113 , 489 164 , 9 53 25 ; 326 � 
206 , 404 59 , 485 146 , 9 19 48 , 19 8  48 , 206 
24 3 , 6 73 60 , 995 183 , 678  187 , 049 56 , 6 24 
331 , 6 76 9 3 , 145 238 , 5 31 225 , 407 106 , 267 
35 7 , 232 99 , 7 13 25 7 , 519 233 , 631 123 , 601 
39 3 , 062 110 , 049 283 , 0 13 25 7 , 448 135 , 6 14 
434 , 6 30 122 , 407 312 , 223 2 85 , 8 32 121 , 6 74 27 , 124 
4 78 , 056 131 , 715 346 , 341 285 ; 842 16 3 , 79 1 28 , 42 3  
5 18 , 9 4 7  143 , 9 17 375 , 030 29 8 , 795 136 , 152 84 , 000 
564 , 553 15 8 , 59 8  405 , 9 55 · 30 3 , 590 142 , 103 118 , 860 
3 74 , 274  101 , 808 292 , 466 138 , 6 37  116 , 7 7 7  
19 5 17 7 245 842 466 
Departmen t of Finance , The Univers i ty of Tennessee, 
Knoxville , Tennessee (n . d . ) .  
Year 
1945 
1950 
1955 
1960 
196 1 
1962 
196 3  
1964 
1965 
1966 
89 
TABLE A .  7 
U . S .  SECURITIES BY BANK S IZE--REGION II 
(DATA IN THOUSANDS OF DOLLARS ) 
Bank Size De termined by . To tal 
To tal 
76 , 729 
6 4 , 144 
6 4 , 903 
79 , 5 89 
74 , 424 
81 , 416 
9 4 , 441 
99 ' 82 7 
103 , 85 8  
110 , 719 
Ty2e of Banks 
National 
25 , 204 
17 , 9 81 
17 , 185 
19 , 6 31 
19 , 5 87 
21 , 041 
25 , 450 
25 , 609 
2 4 , 888 
24 , 206 
S tate · 
51 , 525 
46 , 163 
4 7 , 718 
59 , 9 5 8  
5 4 , 837 
60 ' 375 
6 8 , 9 9 1  
7 4 , 218 
7 8 , 9 70 
86 ' 513 
As sets in Million Dollars 
Under 10 10-25 25-50 
66 , 196 10 , 533 
4 7 , 321 16 ' 82 3 
51 , 725 13 , 17 8  
55 , 694  23 , 895 
46 , 950 2 7 , 474 
51 , 546 29 ' 870 
60 , 325 26 , 809 7 , 30 7  
60 , 86 7  31 , 564 7 , 396  
62 , 9 1 3  26 , 992 1 3 , 9 53 
6 4 , 7 87 26 , 837 19 , 100 
Source : Department of Finance , The Univers ity of Tennessee , 
Knoxville , Tennessee (n . d . ) .  
Year 
1945 
1950 
1955 
1960 
19 61 
1962 
196 3  
1964  
1965 
1966 
Highes t 
Lowes t  
Source : 
90 
TABLE A. 8 
U . S .  SECURITIES BY BANK SIZE--REGION II 
(DATA: PERCENTAGE OF TOTAL ASSETS) 
Bank Si ze De termined by Total 
:fx2e of  Banks Assets in Million Dollars 
Total National State Under 10 10-25 25-50 
36 44 39 40 42 
31 30 31 30 35 
2 7  28 26  2 8  2 8  
24 21 25 25 2 2  
2 1  20 21  20 22  
21  19 2 1  2 0  2 2  
2 2  21 22 21 22 2 7  
2 1  19 21  21 19 26 
20 17 21 21 20 17 
20 15 21 21 19 16 
38 44 39 40 42 27 
20 15 21 20 19 16 
Depar tmen t of Finance , The Univers ity of  Tennes see, 
Knoxville , Tennessee (n . d . ) .  
Year 
19 45 
1950 
19 55 
19 60 
19 61 
1962 
1963  
1964 
19 65 
1966 
91 
TABLE A. 9 
STATE AND MUNICIPAL BONDS BY BANK SI ZE--REGION II 
(DATA IN THOUSANDS OF DOLLARS ) 
Bank Si ze De termined by To tal 
!IJ2e of Bank Assets in Million Dollars 
To tal National S tate Under 10 10-25 25-50 
7 , 494  2 , 963  4 , 5 31 6 , 5 70 924 
9 , 861  2 , 7 77 7 . 0 84 9 , 613 248 
15 , 9 75 5 , 16 8  10 , 807 14 , 715 1 , 260 · 
29 , 766 · 10 , 0 35 19 , 7 31 19 , 599 10 , 16 7  
30 , 9 70 10 , 730 20 , 2 40 . 19 ' 345 11 , 625 
32 , 040 11 , 181 20 , 859 19 , 6 6 8  12 , 3 72 · 
37 , 952 14 , 492 23 , 460 21 , 832 14 , 564 1 , 556 
41 , 291  14 , 7 84 26 , 507 20 , 880 20 , 411 
5 3 , 6 7 3  2 1 , 5 82 32 , 09 1  25 , 018 16 , 748 11 , 20 7  
51 , 586 19 , 724 3 1 , 862 23 , 376 13 , 640 14 , 5 70 
Source : Department o f  Finance , The Univers ity of  Tennessee , 
Knoxville , Tennessee (n . d . ) . 
Year 
19 45 
1950 
1955 
1960 
19 61  
1962 
196 3  
196 4  
19 65 · 
19 66 
Highes t  
Lowest 
92 
TABLE A. lO 
STATE AND MUNI CIPAL BONDS BY BANK SIZE--REGION II 
(DATA: PERCENTAGE OF TOTAL AS SETS ) 
Bank S i ze De termined by · To tal 
Type of Bank Assets in Million Dollars 
Total National State Under 10 10-25 25-50 
4 5 3 4 4 
5 5 5 6 1 
7 8 6 8 2 
9 11 8 9 10 
9 11 8 8 9 
8 10 7 8 9 
9 12 8 8 12 6 
9 11 8 7 12 0 
10 15 9 8 12 14 
9 12 8 8 10 12 
10 15 9 9 12 14 
4 4 3 4 1 6 
Source:  Depar tment of Finance , The Universi ty of Tennessee , 
Knoxville , Tennessee (n . d . ) .  
Year 
1945 
1950 
1955 
1960 
1961 
1962 
196 3  
1964 
196 5  
1966 
Change 
Percen tage 
Change 
Source : 
9 3  
TABLE A. ll 
TOTAL ASSETS BY BANK S IZE--REGION III 
(DATA IN THOUSANDS OF DOLLARS ) 
Bank Size De termined 
by Total Assets in 
I!Ee of Bank Million Do llars 
To tal National S tate Under 10 10-25 
54 , 11 3  22 , 955 31 , 15 8  5 4 , 113 
5 7 , 965 23 , 504 34 ' 46 1 5 7 , 965 
72 , 696 29 , 9 26 42 , 7 70 72 , 696 
9 8 , 522 39 , 7 7 7  5 8 , 745 88 , 37 7  10 , 145 
10 7 , 185 42 , 481 64 , 704 87 , 043 20 , 142 
119 , 551 47 , 0 79 72 , 472 87 , 223  32 , 328 
131 , 26 4  51 , 26 1 80 , 00 3  85 , 5 35 45 , 729 
144 , 825 56 , 0 70 88 , 755 83 , 6 36 61 , 139 
16 1 , 230 62 , 0 71 99 , 159 9 3 , 174  6� , 056 
175 , 6 33 66 , 182 109 , 451 92 , 416 83 , 217 
121 , 520 4 3 , 227  78 , 29 3 38 , 303 73 , 0 72 
226 19 1 251 71  723  
Depar tment of  Finance , The Universi ty of Tennessee , 
Knoxvi lle , Tennessee (n . d . ) .  
Year 
1945 
1950 
1955 
1960 
1961  
196 2  
196 3 
1964 
196 5 
196 6  
Source : 
94 
TABLE A . l2 
U . S .  SECURITIES BY BANK S IZE--REGION III 
(DATA IN THOUSANDS OF DOLLARS ) 
Bank Si ze De termined 
by Total Assets in 
Type o f  Bank Million Dollars 
Total National S tate Under 10 10-25 
2 3 , 999 10 , 403 13 , 526 2 3 , 999 
16 , 217 5 , 6 99 10 , 518 16 , 217 · 
2 1 , 295 9 , 02 8 12 , 26 7  21 , 295 
25 , 9 83 9 , 636 16 , 347 23 , 109 2 , 8 74 
2 8 , 215 10 , 6 84 17 , 531 2 3 , 186 5 , 029 
33 , 326 1 3 , 020 20 , 306 24 , 652 8 , 6 74 
33 , 59 4  12 , 388 2 1 , 206 23 , 2 84 10 , 310 
34 , 42 3  13, 161 21 , 262 22 , 069 12 ' 354 
37 , 336 14 , 889 22 , 447 23 , 45 7  13 , 8 79 
37 , 921 14 , 904 23 , 017 22 , 115 15 , 806 
Depar tmen t of Finance , The Universi ty of  Tennessee� 
Knoxville , Tennes see (n . d . ) .  
Year 
1945 
1950 
1955 
1960 
1961 
1962 
196 3  
196 4 
1965 
1966 
Highes t  
Lowes t 
Source : 
95 
TABLE A� 1 3  
U . S .  SECURITIES BY BANK S IZE--REGION III  
(DATA: PERCENTAGE OF TOTAL ASSETS ) · 
Bank · Size De te rmined 
by Tot al Assets in 
Type of Bank Million Dollars 
Total Na tional S tate Under 10 10-25 
33 65 44 44 
28 24 31 2 8  
29 30 29 29 
26 24 28 26 28 
26 25 2 7  2 7  25 
28 2 8  2 8  2 8  2 7  
2 6  2 4  2 7  2 7  23 · 
24 23 24 26  20 
2 3  24 23 25 20 
22 23 21 24  19 
43 45 44 44 28 
22 23 21 24 19 
Department of Finance , The · Univers i ty of  Tenness·ee , 
Knoxville , Tennessee · (n . d . ) .  
Year 
1945 
1950 
1955 
1960 
1961 
196 2 
196 3  
1964 
1965 
1966 
96  
TABLE A. l4 
STATE AND MUNICIPAL BONDS BY BANK S IZE--REGION III 
(DATA IN THOUSANDS OF DOLLARS ) 
Bank Size De termine d 
by Total As sets . in 
!I2e of Bank Million Dollars · 
Total Na tional State Under 10 10-25 
1 , 793 9 80 813 1, 79 3 
3 , 494  1 , 441 2 , 05 3  3 , 49 4  
4 , 655 1 , 518  3 , 1 37 4 , 655 
5 , 884 1 , 4 36 4 , 448 5 , 884 
7 , 153  1 , 616 5 , 537 5 , 585 1 , 56 8  
9 , 213 2 , 9 72 6 , 241 7 , 583 1 , 630 
10 , 132 3 , 259 6 , 8 73 7 , 65 7  2 , 4 75 
12 , 825 4 , 951 7 , 874 8 , 335 4 , 490 
14 , 73 7  5 , 401 9 , 336 10 , 294 4 , 443 
16 , 904 5 , 1 76 11 , 728 10 , 050 6 , 854 
Source : Depar tmen t of Finance , The · University of Tennes see , 
Knoxville , Tennessee (n . d . ) . 
Year 
19 45 
1950 
1955 
1960 
1961 
1962 
1963 
196 4  
1965 
19 66 
Highest 
Lowes t 
TABLE A . l5 
STATE AND MUNICIPAL BONDS BY BANK S IZE--REGION III 
(DATA: PERCENTAGE OF TOTAL ASSETS ) 
9 7  
Bank Size De termined 
by Total Assets in 
Type of Bank Million Dollars 
Total National State Under 10 10-25 
4 4 3 3 
6 6 6 6 
6 5 7 6 
6 4 8 7 0 
7 4 9 6 8 
8 6 9 9 5 
8 6 9 9 5 
9 9 9 10 7 
9 9 9 11 7 
10 8 11 11 8 
10 9 11 11 8 
4 4 3 3 5 
Source : Depar tment of  Finance , The University of Tennes see , 
Knoxville , Tennessee (n . d . ) .  
Year To tal 
1945 56 7 , 6 39 
1950  5 83 , 745 
1955 76 8 , 000 
1960 1 , 029 , 36 6  
196 1  1 , 130 , 3 85 
19 62 1 , 235 , 294 
1963 1 , 32 3 , 270 
1964 1 , 4 78 , 016 
1965 1 , 5 76 , 668 
1966 1 , 6 81 , 701 
Chang·e 1 , 114 , 062 
Percentage 
Change 199 
TABLE A . l6 
TOTAL ASSETS BY BANK S I ZE--REGION IV 
(DATA IN THOUSANDS OF DOLLARS) 
Ty�e of Bank Bank S i ze De termined .bi To tal Asse ts in Million Dollars 
National S tate Unde r 10 10-25 25-50 50-100 100-300 300- 800 
395 ' 399 1 72 , 240 10 8 , 801 49 , 660 - 87 , 445 321 , 733 
39 1, 001 192 , 744 126 , 9 36 39 , 99 6  - 95 , 9 29 320 , 884 
522 , 055 2 45 , 945 145 , 22 8  6 8 , 489 - - 554 , 2 83 
683 , 390 345 , 9 76 147 , 936 116 , 665 43 , 6 76 - 409 , 96"0 - 311 , 129 
756 , 852  3 73 , 533 130 , 95 7  15 7 , 816 49 , 9 19 - 449 , 424  342 , 269 
799 , 862 435 , 432 135 , 45 6  161 , 31 3 - 51 , 335 205 , 843 6 81 , 347  
863 , 0 73 460 , 19 7  149 , 193 145 , 219 26 , 433 5 1 , 931 212 , 72 7  7 3 7 , 76 7  
1 , 025 , 732 452 , 284 16 3 , 748 166 , 595 29 , 5 18 - 233 , 5 48 334 , 60 7  
1 , 07 4, 840 501 , 828 15 3 , 200 214 , 919 31 , 012 - 257 , 09 6  920 , 441 
1 , 141 , 411 540 , 29 0  149 , 624  223 , 2 36 5 7 , 325 - 2 74 , 7 79 9 76 , 73 7  
7 46 , 012 37 8 , 050 40 , 823 1 73 , 5 76 26 , 086 - (4 6 , 954) 6 73 , 0 89 
188 220 - 40 349 78 - (15 )  222 
Source : Department of Finance , The University of  Tennessee. Knoxville , Tennessee (n . d . ) .  
\0 
00 
Year 
1945 
1950 
1955 
1960 
1961 
19 62 
196 3  
1964  
19 65 
1966 
Source : 
To tal 
266 , 607 
149 , 105 
1 82 , 184 
225 , 326 
267 , 268 
2 83 , 9 30 
2 72 , 235 
29 4 , 042 
224 , 641 
22 7 , 088 
TABLE A . l7 
U . S .  SECURITIES BY BANK S I ZE--REGION IV 
( DATA IN THOUSANDS OF DOLLARS ) 
Ty2e of  Bank Bank Size Determined bi Total Assets in Mil lion Dollars 
National State Under 10 10-25 25-50 · 50-100 100-300 300- 800 
19 1, 49 3 75 , 114 52 , 931 25 , 21 8  - 32 , 10 8  156 , 350 
9 7 , 218  51 , 88 7  30 , 2 75 14 , 630 - 24 , 313 79 , 88 7  
118 , 69 7  6 3 , 487 39 , 292 19 , 089 - - 123 , 803 
145 , 151  80 , 175 31 , 433 26 , 9 70 9 , 7 81 - 85 , 9 66 71 , 1 76 
16 7 , 9 2 8  99 , 340 33 , 5 21 34 , 6 36 11 , 2 38 - 105 , 801 82 , 0 72 
175 , 735 10 8 , 19 5 40 , 6 12 31 , 6 87 - 11 , 6 3 7  5 8 , 618 141 , 376 
174 , 23 8  9 7 , 9 9 7  39 , 044 2 7 , 60 7  6 , 0 70 2 , 114 53 , 964  143 , 4 36 
19 1, 441 102 , 601 45 , 888 2 8 , 139 7 , 2 82 - 54 , 319 15 8 , 414 
145 , 2 7 2  79 , 369 32 , 732 41 , 489 4 , 6 31 - 35 , 9 78 109 , 811 
138 , 09 8  88 , 990 35 , 829 43 , 343 8 , 7 82 - 34 , 6 39 104 , 495  
Depar tmen t of Finance , The Univers i ty o f  Tennessee , Knoxvil le ,  Tennessee (n . d . ) .  
\0 
\0 
Year 
1945 
1950 
1955 
1960 
1961 
19 62 
19 6 3  
1964 
1965 
1966 
Highes t 
Lowes t 
Source : 
To tal 
52 
26 
24 
22 
24 
23 
21 
20 
14 
14 
52 
14 
TABLE A . l8 
U . S .  SECURI TIES BY BANK SIZE--REGION IV 
(DATA: PERCENTAGE OF TOTAL ASSETS ) 
Ty2e o f  Bank Bank Size De termined hi To tal Assets in Million Dollars 
Na tional S tate Under 10 10-25 25-50 50-100 100:- 300 300-800 
48 44 49 51 - 37 49 
25 2 7  24 37 - 25 25 
23 26  27  2 8 - - 22 
21 23 21 23 22 - 21  23 
22 27  26  22  2 3  - 2 3  24  
22 25 30 20 0 20 29 29 
20 21  26  J-9 23  4 26 20 
19 23 28 17 25 - 23 18 
14 16 21  19 15 - 14 12 
12 16 24 19 15 - 12 11 
48 44 49 51 30 3 7  49 29 
12 16 21 19 15 4 12 11 
Departmen t of Finance , The Univers i ty of Tennes see , Knoxville , Tennessee (n . d . ) . 
...  
� 0 0 
Year 
19 45 
1950 
1955 
1960 
1961  
196 2  
1963 
1964 
1965 
1966 
Source : 
To tal 
23 , 9 86 
25 , 504 
40 , 459 
6 7 , 390 
65 , 913 
83 , 440 
109 , 663 
126 , 890 
153 , 304 
160 , 9 44 
TABLE A. l9 
STATE AND MUNICIPAL BONDS BY BANK S I ZE--REGION IV 
(DATA IN THOUSANDS OF DOLLARS ) 
Ty�e o f  Bank Bank Size De termined hi To tal Assets in Million Dollars 
National S tate Under 10 10-25 25..:..50 50-100 100- 300 . 300-800 
21 , 413 2 , 5 73 5 , 309 1 , 9 76 - - 16 , 701 
16 , 888 8 , 616 8 , 945 2 , 509 - . 2 , 15 8  1 1 , 89 2  
30 , 095 10 , 364 10 , 49 7  3 , 059 - - 26 , 9 03 
43 , 5 6 7  23 , 823 15 , 451  10 , 224 1 , 885 - 1 7 ; 326 22 , 504 
44, 99 7 20 , 9 16 10 , 60 8  14 , 110 2 , 16 7  - 19 , 151 19 , 87 7  
5 7 , 375 26 , 065 9 , 486 14 , 79 1  - 3 , 855 10 , 330 44 , 9 78 
75 , 76 8  33 , 895 14 , 790 15 , 6 85 3 , 059 5 , 720 11 , 952  5 8 , 449 
93 , 7 30 33 , 160 14 , 506 17 , 884 3 , 872 - 15 , 651 74 , 9 77 
101 , 52 7  51 , 17 7  13 , 416 2 1 , 2 7 7  4 , 756 - 29 , 380 84 , 475 
103 , 538 57 , 406 13 , 625 2 4 , 90 7  5 , 526 - 32 , 96 7  83 , 9 16 
Department of Finance , The University of  Tennessee , Knoxville , T�nnessee (n . d . ) .  
....... 
0 
....... 
Year 
1945 
1950 
1955 
1960 
19 61 
1962 
196 3 
1964 
19 65 
1966 
Highes t 
Lowes t 
Source : 
Total 
5 
4 
5 
7 
6 
7 
8 
9 
10 
10 
10 
3 
TABLE A . 20 
STATE AND MUNICIPAL BONDS BY BANK S IZE--REGION IV 
(DATA : PERCENTAGE OF TOTAL ASSETS) 
Ty2e of Bank Bank Size De termined hi- Total Asse ts in Million Dollars 
Na tional S tate Under 10 10-25 25-50 50-100 100-300 300-800 
5 1 5 4 - 0 5 
4 4 7 6 - 2 4 
6 4 7 4 - - 5 
6 7 10 9 4 - 4 7 ·  
6 6 8 9 4 - 4 6 
7 6 7 9 0 7 5 7 
9 7 10 11 12 11 5 7 
9 7 9 11 13 - 7 8 
9 10 9 10 15 - 7 9 
9 1 1  9 11 10 - 12 · 9 
9 11 10 11 15 1 1  12 9 
3 1 5 4 3 2 3 6 
Department of Finance , The Univers i ty of  Tennessea, Knoxvill e , Tennessee (n . d . ) .  
� 
0 
t-.,) 
Year 
19 45 
195 0 
1955 
1960 
1961 
1962 
196 3 
1964 
1965 
1966 
Change 
Percentage 
Change 
Source : 
103 
TABLE A. 2 1  
TOTAL ASSETS BY BANK S IZE--REGION V 
(DATA IN THOUSANDS OF DOUARS ) 
Bank Size De termined 
by To tal Assets in 
!lEe of Bank Million Dollars 
Tot al Na tional S tate Under 10 10-25 
86 , 140 3 7 , 606 48 , 534 86 , 190 
84 , 0 73 35 , 5 75 48 , 42 8  84 , 0 73 
116 , 20 7  46 , 900 69 , 30 7  116 , 20 7  
15 7 '  991  65 , 205 92 , 786 136 , 504 21 , 487 
1 72 , 904 69 , 29 8  103 , 606 1 39 , 12 2  33 , 7 82 
19 4 , 856 76 , 826 118 , 030 105 , 380 49 , 476 .. 
209 , 0 79 81 , 72 7  127 , 352 15 3 , 554 55 , 525 
234 , 213 90 , 542 143 , 6 7 1  151 ' 2 85 82 , 92 8  
263 , 211 102 , 0 32 161 , 179 136 , 1 39 127 , 0 72 
2 88 , 46 7  114 , 1 36 174, 331 148 , 788 139 , 6 79 
202 , 32 7  76 , 5 30 125 ' 79 7 62 , 648 129 , 4 74 
2 35 210 260 66  1 , 2 70 
Depar tmen t of Finance , The Universi ty of Tennessee , 
Knoxville , Tennes see (n . d . ) .  
Year 
19 45 
1950 
1955 
1960 
1961 
196 2  
196 3  
1964  
1965 
1966 
104 
TABLE A . 22 
U . S .  SECURITIES BY BANK S IZE--REGION V 
(DATA IN THOUSANDS OF DOLLARS ) 
Bank Size De termined 
by Total Assets in 
Type of Bank Million Do llars 
To tal National S tate Under 10 10-2 5 
40 , 114 19 ' 99 7  20 , 11 7  40 , 114 
29 ' 7 79 12 , 9 66 16 , 813 29 , 7 78 
34 , 078  14 , 05 7  20 , 021 34 , 07 8  
41 , 487 17 , 761 2 3 , 726 34 , 956 6 , 529 
43 , 129 1 8 , 759 24 , 370 3 4 , 163 8 , 966 
48 , 403  20 , 866 2 7 , 537  36 , 325 12 , 0 78 
54 , 185 22 , 723  31 , 462 41 , 09 7  13 , 0 88 
56 , 96 3  2 2 , 4 39 34 , 524 41 , 369 15 , 524 
62 , 254 24 , 7 34 . 37 , 520 37 , 355 24 , 899 
61 , 149 2 7 , 044 34 , 105 37 , 202 23 , 947 · 
Source : Department of Finance , The Univers i ty of Tennessee , 
Knoxville , Tennessee (n . d . ) . 
Year 
1945 
1950 
1955 
1960 
196 1  
1962 · 
196 3 
1964  
1965 
1966 
Highes t 
Lowes t  
Source : 
105 
TABLE A. 23  
U . S .  SECURITIES BY BANK S IZE--REGION V 
(DATA : PERCENTAGE OF TOTAL AS SETS ) 
Bank Size De termined 
by Total Assets in ; 
!lEe of  Bank Million Do llars 
To tal National S tate Under 10 10-25 
33 53 41 47 
35 36 35 35 
29 30 29 29 
26  27  26 26 30 
25 2 7  24 25 2 7  
25 2 7  23 25 24  
26  28 25 2 7  24 
24 25 24 27 19 
24 24 23  27  20  
2 1  2 4  2 0  25 17 
49 53 48 49 30 
2 1  24 20 25 17 
Department o f  Finance , The Univers ity o f  Tennessee , 
Knoxville , Tennessee (n . d . ) .  
Year 
1945 
1950 
1955 
1960 
1961  
1962 
196 3 
1964  
1965 
1966  
106 
TABLE A. 24  
STATE AN D  MUNICIPAL BONDS BY BANK S IZE--REGION V 
(DATA IN THOUSANDS OF DOLLARS ) 
Bank Size Determined 
by Total Assets in 
!I2e of Bank Million Dollars 
Total National State · Under 10 10-25 
4 , 022 1 , 19 3  2 , 829 4 , 022 
7 , 362 3 , 471 3 , 891  7 , 362 -
8 , 392 3 , 245 · 5 , 147  8 , 392 
14 , 2 79 4 , 869 9 , 410 11 , 716 2 , 56 3  
15 , 621  3 , 049 12 , 5 72 12 , 95 7  2 , 664 
1 7 , 363 4 , 835 12 , 528 12 , 170 5 , 19 3  
1 7 , 661  5 , 212 12 , 449 12 , 269 5 ,  392 
21 , 548 5 , 900 15 , 648 13 , 549 7 , 999 
2 7 , 066 6 , 323 20 , 743 14 , 2 78 12 , 7 88 
31 , 166 7 , 86 1  2 3 , 305 14 , 454 16 , 712 
Source : Dep artment of Finance , The University of Tennessee , 
Knoxville , Tennessee (n . d . ) . 
Year 
19 45 
1950 
1955 
1960 
196 1  
1962 
1963 
196 4 
1965 
1966 
Highes t  
LOT.Jest 
10 7 
TABLE A . 25 
STATE AND MUNICIPAL BONDS BY BANK SIZE--REGION V 
(DATA: PERCENTAGE OF TOTAL AS SETS ) 
Bank Si ze De termined 
by To tal Assets in 
Type of Bank Million Do llars 
Total National State Under 10 10-25 
5 3 6 5 
9 10 8 9 
7 7 7 7 
9 7 10 9 12 
9 4 12 9 8 
9 6 11 8 10 
8 6 10 8 10 
9 7 11 9 10 
10 6 13 10 10 
11 7 13 10 12 
5 3 6 5 8 
11 10 13 10 14 
Source : Department of Finance , The Universi ty of  Tennes see , 
Knoxville , Tennes see (n . d . ) . 
Year Tot.al 
19 45 66 7 , 240 
1950 6 75 , 769 
1955 908 , 5 77 
19 60 1 , 196 , 619 
1961 1 , 299 , 06 8  
196 2  1 , 412 , 891 
196 3  1 , 440 , 2 78 
1964 1 , 5 91 , 263 
1965 1 , 72 8 , 016 
1966 1 , 84 8 , 146 
Change 1 , 181 , 906 
Percen tage 
Change 177  
TABLE A. 26 
TOTAL ASSETS BY BANK S IZE�-REGION VI 
(DATA IN THOUSANDS OF DOLLARS -
· Ty2e o-f Bank · _ : Bank Size . Determined b;r Tot al Asse ts in Million Dollars 
National S tate Under 10 10-25 25-50 50-100 100- 300 300-800 
496 , 5 32 170 ' 708 . 16 7 , 0 72 131· , 6 78 - 119 , 120 249 , 3 70 
. 492 , 15 8  183 , 611 16 8 , 222 · 118 , 45 7  2 7 , 0 75 222 , 555 139 , 460 
639 , 786 26 8 , 791 221 , 086 15 0 , 369 5 8 , 528 174 , 9 14 303 , 6 8{) 
821 , 890 374 , 729 195 , 258 2 30 , 9 11 96 , 524 211 , 490 462 , 436 
892 , 944 406 , 0 74 209 , 745 249 , 9 49 108 , 208 125 , 834 605 , 8 32 
959 , 651 453 , 240 195 , 500 2 71 , 412 165 , 062 138 , 1 70 642 , 74 7  
950 , 5 80 489 , 69 8  210 , 816 265 , 1 84 123 , 741 19 2 , 5 74 647 , 96 3  
1 , 041, 664 549 , 59 9  192 , 809 2 86 , 5 74 19 3 , 194 212 , 5 76 706 , 110 
1 , 10 7 , 596 620 , 420 177 , 673 36 3 , 637 158 , 49 1  2 75 , 525 75 2 , 690 
1 , 176 , 2 70 6 71 , 8 76 1 7 8 , 038 409 , 504 169 , 424 29 4 , 394 796 , 786 
6 79 , 738 501 , 16 8  10 , 9 66 2 77 , 826 120 , 10 8  175 , 2 78 547 , 416 
136 299 6 213 240 145 2 19 
Source : Department of Finance , The Unive rsi ty of Tennessee , Knoxville ,  . Tennessee (n . d . ) . 
"""" 
0 
00 
Year 
19 45 
1950 
1955 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
To .tal 
3 72 , 910 
261 , 783 
314 , 456 
309 , 816 
339 , 40 8 
35 8 , 139 
348 , 5 75 
374 , 651 
387 , 313 
380 , 401 
TABLE A. 2 7  
U . S . SECURI TIES BY BANK SIZE--�GION VI 
(DATA IN THOUSANDS OF DOLLARS ) 
Type o f  Bank Bank Size Determine-d bi Total Assets in Million Doll ars 
Na tional S ta te Under 10 10-25 25-50 50-100 100- 300 300-800 
287 , 720 85 . 190 83 , 430 6 3 . 076 - 70 , 614 155 , 790 
19 8 , 143 6 3 , 640 6 1 , 3 73 39 , 17 7  7 , 25 4  104 , 45 7  49 , 522 
240 , 851 7 3 , 605 6 3 , 5 70 47 , 558 12 , 9 78 6 3 , 440 126 , 9 10 
222 , 173 87 , 643 51 , 623 51 , 566 23 , 879 5 7 , 64 8  125 , 100 
247 , 19 7  9 2 , 211 5 1 , 8 79 56 , 89 4  25 , 743 33 , 5 36 171 , 336 
248 , 919 109 , 220 50 , 49 3  6 8 , 25 3  36 , 372 34 , 466 16 8 , 555 
234 , 746 113 , 829 52 , 55 7  66 , 352 2 7 , 729 47 , 798 154 , 130 
248 , 9 70 125 , 6 81 49 , 333 65 , 542 4 3 , 181 49 , 137 16 7 , 45 8  
255 , 872 1 31 , 441 45 , 7 77 77 , 605 30 , 2 47 6 4 , 22 7  169 , 45 7  
241 , 423 138 , 9 78 42 , 9 4 7 83 ' 79 1 29 , 9 0 8  60 , 406 16 3 , 349 
Sour ce : Department of Finance , The Univers i ty  o f  Tennes see , Knoxville , Tennessee (n . d . ) . 
� 
0 
\0 
Year 
1945 
1950 
1955 
1960 
1961 
1962 
196 3  
1964 
1965 
1966 
Highes t 
Lowest 
Sour ce :  
Total 
2 8  
39 
35 
26 
26 
25 
24 
24 
22 
21 
50 
21 
TABLE A . 2 8 
U . S .  SECURI TIES BY BANK SIZE--REGION VI 
(DATA : PERCENTAGE OF TOTAL ASSETS ) 
TyJ2e of Bank Bank Size Determined hi Total Assets in Million Dollars 
National State Under 10 10-25 25-50 50-100 100- 300 300-800 . 
58 50 50 48 
40 35 36 33 2 7  4 7  36 
38 2 7  29 32 22 36 42 
27 23 26 22 25 2 7  2 7  
28 2 3  25 2 3  24 2 7  2 8  
26 24 26 25 22 25 26 
25 23 25 25 22 25 24 
24 23  26  23 22  23 24 
23 21 26 2 1  19 2 3  2 3  
21 21 24 20 18 21 21 
58 50 51  48 41 60  49  
21 21 24 20 18 21  21  
Department of Finance , The University of  Tennessee , Knoxvi lle , Tennessee (n . d . ) . 
........ 
........ 0 
Year 
1945 
1950 
1955 
196 0  
196 1  
1962 
196 3  
1964 
1965 
1966 
To tal 
18 , 601 
23 , 240 
32 , 512 
6 4 , 650 
74 , 7 80 
84 , 279 
89 , 052 
12 7 , 029 
155 , 778 
161 , 0 74 
TABLE A . 29 
STATE AND MUNIC IPAL BONDS BY BANK SIZE--REGION VI 
(DATA IN THOUSANDS OF DOLLARS) 
Ty�e of Bank Bank Si �e De termined bz Tot al Assets in Million Dollars 
National S tate Under 10 10-25 25-50 50-100 100-300 300�800 
11 , 6 34 6 , 9 6 7  6 , 338 3 , 563  - 6 , 06 7 2 , 6 33 
13 , 19 3  10 , 04 7  8 , 482 6 , 26 8  - 8 , 490 
15 , 131 1 7 , 381 12 , 9 34 10 , 665 1 , 399 4 , 29 6  3 , 218 
31 , 450 33 , 200 13 , 881 2 1 , 609 5 , 951 10 , 403 12 , 806 
36 , 016 38, 764  16 , 202 23 , 6 3 7  6 , 55 7  9 , 522 18 , 862 
42 , 721 41 , 538 14 , 431 26 , 892 10 , 722 10 , 500 21 , 734 
36 , 231 5 2 , 821 16 , 220 2 8 , 323 1 7 , 044 1 , 75 7  25 , 708. 
5 8 , 9 7 4  6 8 , 055 15 , 416 32 , 745 31 , 556 1 3 , 606 33 , 706 
72 , 412 83 , 366 16 , 114 41 , 242 31 , 720 29 , 26 2  37 , 440 
75 ' 379 85 , 695 15 , 651 50 , 5 7 7  24 , 165 - 31 , 05 4  39 , 62 7  
Source : Department of Finance , The Universi ty of  Tennessee , Knoxville ,  Tennessee (n . d . ) . 
....... ....... ....... 
Year 
1945 
1950 
1955 
1960 
1961 
1962 
196 3  
196 4 
1965 
1966 
Highes t 
Lowes t 
Source : 
To tal 
5 
3 
4 
5 
6 
6 
6 
8 
9 
9 
9 
3 
TABLE A . 30 
STATE AND MUNICIPAL BONDS BY BANK S IZE--REGION VI 
(DATA : PERCENTAGE OF TOTAL AS SETS) 
Type of Bank Bank Size Determined bysbotal Assets in Million Dollars . 
National S tate Under 10 10-25 25- · -- 50-100 100-300 JOO-soo · 
2 4 4 3 
3 5 5 5 0 0 0 
2 6 6 7 2 2 1 
4 9 7 9 6 5 3 
4 10 8 9 6 8 3 
4 9 7 10 6 8 3 
4 11 8 11 14 1 4 
6 12 8 11 16 6 5 
7 13 9 11 20 11 5 
6 13 9 12 14 11 5 
2 4 4 3 2 1 . 1  
7 13 9 12 20 . 11 5 
Departmen t of Finance , The Univeris ty of Tennessee , Knoxville , Tennessee (n . d . ) .  
/,.. 
..... ..... 
N 
19 45 
1950 
1955 
1960 
196 1  
19 62 
19 63 
19 64 
1965 
1966 
Change 
Percentage 
Change 
Source : 
TABLE A. 31 
TOTAL INVESTMENT IN U . S .  SECURITIES , STATE AND LOCAL BONDS 
BY REGIONS (DATA IN THOUSANDS OF DOLLARS ) 
Region Region Region Region Region Region 
1 2 3 4 5 6 
223 , 696 83 , 223 25 , 79 2 290 , 59 3  44 , 136 391 , 511 
15 8 , 0 33 74 , 005 19 , 7 11 174 , 609 37 , 141 2 85 , 023  
15 7 , 824 80 , 878 25 , 950 222 , 643 42 , 4 70 346 , 96 8  
206 , 823 109 , 355 31 , 86 7  292 , 7 16 55 , 766  374 , 466 
217 , 9 76 105 , 394  35 , 368 333 , 181 5 8 , 750 4 14 , 18 8  
19 4 , 056 113 , 456 42 , 539 36 7 , 3 70 65 , 766 442 , 418 
261 , 846 132 , 393  34 , 726 291 , 898 71 , 846 4 37 , 62 7  
329 , 319 141 , 118 4 7 , 248 420 , 9 32 7 8 , 5 11 50 1 , 6 80 
336 , 46 7  1 5  7 , 5 31 52 , 0 73 37 7 , 945 89 , 320 543 , 09 1  
331 , 8 71 162 , 305 5 4 , 825 3 88 , 032 92 , 315 541 , 475 
108, 175 79 , 0 82 29 , 033 9 7 , 4 39 48 , 179 149 , 9 64 
48 95 111 32 109 38 
To tal 
Tennessee 
1 , 05 8 , 95 1  
748 , 5 22 
886 , 73 3  
1 , 0 70 , 99 3  
1 , 164 , 85 7 
1 , 225 , 605 
1 , 329 , 331 
1 , 518 , 80 8  
1 , 556 , 4 2 7  
1 , 5 70 , 823 
5 11 , 8 72 
53  
Department o f  Finance , The Univers ity of Tennessee , Knoxville ,  Tennessee (n . d . ) . 
1-' 
1-' 
w 
1945 
1950 
19 55 
1960 
19 61 
19 62 
19 6 3  
19 64 
1965 
19 66 
Highes t  
Lowest 
Source : 
TABLE A . 3 2  
TOTAL INVES TMENT I N  U . S .  SECURITIES , S TATE AN D  LOCAL BONDS BY REGIONS 
(DATA: PERCENTAGE OF TOTAL ASSET) 
Region Region Region Region Region Region 
1 2 3 4 5 6 
3 7  40 4 7  5 7  5 8  5 3  
2 4  36 34 30 44 42 
22  34 35 29 36 39 
21 33 32 29 35 31 
21 30 33 30 34 32 
17  29 36 30 3 4  31 
21 31 34 29 34 30 
2 3  3 0  3 3  2 9  33 32 
22 30 32 24 34 31 
21 29 32 24 32 30 
37 44 47 57 55 54 
17 29 32 2 4  32 30 
To tal 
S tate 
50 
3 3  
31 
28 
2 8  
2 7  
2 8  
2 8  
2 7  
25 
50 
25 
Depar tment o f  Finance , The University of Tennessee , Kngxville ,  Tennessee (n . d . ) . 
� 
� 
� 
Year Total 
1945 9 81 , 05 7 
1950 650 , 869 
1955 7 46 , 759 
1960 846 , 609 
1961  9 2 7 , 344 
19 62 9 73 , 512 
196 3  9 65 , 2 7 7  
19 64 1 , 0 37 , 332 
1965 9 82 , 348  
1966 9 74 , 100 
Change (6 , 957 ) 
Percen tage 
Change (1 ) 
TABLE A. 33 
TENNESSEE--U . S .  GOVERNMENT SECURITIES BY BANK SIZE 
(DATA IN THOUSANDS OF DOLLARS ) 
Ty2e of Bank Bank Size De termined bz Total Assets in Million Dollars 
National S tate Under 10 10-25 25-50 50-100 100-300 300-800 
729 , 248 25 1 , 809 2 72 , 9 37 9 8 , 82 7  - 12 7 , 540 4 81 , 753  
45 7 , 733 19 3 , 136 18 8 , 35 4 7 1 , 356 7 , 254 145 , 728 2 38 , 1 7 7  
520 , 22 8  226 , 531 214 , 0 76 85 , 142 12 , 9 78 63 , 440 316 , 1 89 5 4 , 9 34 
56 8 , 482 2 7 8 , 12 7  19 8 , 728 120 , 201 33 , 6 60 5 7 , 648 2 34 , 058 202 , 314 
630 , 374 296 , 9 70 191 , 659  138 , 056 36 , 845 3 3 , 536 300 , 356 225 , 092  
640 , 095 333 , 417 205 , 545 154 , 9 64 3 7 , 83 7  46 , 103 250 , 7 73 2 78 , 290 
622 ,050 343 , 2 2 7  218 , 47 8  149 , 539 43 , 304  49 , 9 12 2 31 , 885 2 72 , 159  
666 ' 30 8 3 71 , 024 222 , 177 15 3 , 19 3  6 7 , 9 46 49 , 1 37 2 46 ; 056 2 9 8 , 82 3 
619 ,436 362 , 9 12 204 , 90 3  184 , 903 59 , 32 7  64 , 227  228 , 312 2 40 , 715 
590 , 438 383 , 662 204 , 281 19 3 , 724 68 , 44 3  60 , 406 2 19 , 2 14 228 , 0 32 
(138, 810 131 , 85 3 (6 8 , 656) 94 , 89 7  - 6 7 , 134 (262 , 5 39 ) 
(19 ) 53 (25 ) 95  - 52 (59 ) 
Source : Department of Finance , The Univers ity of  Tennessee , Knoxville , Tennes see (n . d . ) . 
...... ...... l11 
Year 
1945 
1950 
1955 
1960 
1961 
196 2  
1963 
1964  
1965 
1966 
Highes t 
Lowes t 
Source : 
Total 
48 
29 
26 
2 2  
2 3  
22  
20 
19 
17 
16 
48 
16 
TABLE A . 34 
TENNESSEE--U . S .  GOVERNMENT SECURITIES BY BANK S I ZE 
(DATA: PERCENTAGE OF TOTAL ASSETS) 
TyJ2e of Bank Bank Size De termined hi Total Assets in Millibn Dollars 
National State Under 10 10-25 25-50 50-100 100-300 300-800 
48 44 46 48 
2 8  30 31 3 3  2 7  35 25 
26 26 2 8  2 7  22  36  26  16 
22 24  25  22  24 27  23  19 
22  23  24  22  21 2 7  25 19 
21 23  25  22  20 24 25 1 7  
19 : 2 2  24  2 2  21 20 23 15 
18 22  25 20 20 2 3  2 2  15 
16 19 2 3  2 0  16 23  19. 11 
14 19 2 3  19 15 2 1  1 7  1 0  
48  44  46 48  41 45 40 21 
14 19 23  19 15 21 1 7  10 
Depar tmen t of Finance , The University of Tennessee , Knoxville , Tennessee (n . d . ) .  
1--' 
1--' 
0\ 
Year 
1945 
1950 
1955 
1960 
1961 
1962 
196 3  
1964 
196 5  
196 6  
Tot al 
78, 894 
9 7 , 653 
139 , 9 74 
224 , 384 
2 3 7 , 513 
252 , 093  
364 , 054 
481 , 476 
5 74 , 0 79 
596 , 723 
TABLE A . 35 
TENNESSEE--STATE AND MUNICIPAL BONDS BY BANK SIZE 
(DATA IN THOUSANDS OF DOLLARS ) 
Type of Bank Bank S i ze Determined bl Total Assets in Million Dollars 
National S tate Under 10 10-25  25-5 0 50-100 100-300 300-800 
60 , 613 18 , 2 81 24 , 600 6 , 46 3  - 6 , 53 7  41 , 294  
64 , 5 71 33 , 082 38 , 613 9 , 699 - 12 , 727  36 , 614 
90 , 956  49 , 018  52 , 4 7 3  15 , 8 86 1 , 399 4 , 29 6  50 , 74 8 15 , 1 72 
129 ' 89 7 9 4 , 487 6 7 ; 659 4 7 , 310 7 , 836 10 , 403 3 4 , 017 5 7 , 159 
134 , 802 102 , 711 65 , 9 7 7  5 5 , 655 10 , 0 75 9 , 522  42 ; 008 5 4 , 2 76 
140 , 004 112 , 0 89 64 , 615 6 3 , 046 12 , 115 14 , 355 35 , 895 62 , 0 6 7  
22 8 , 531 135 , 528 74 , 057 70 , 163 2 2 , 6 76 7 , 489 41 , 934  147 , 7 44 
324 , 500 156 , 9 76 74 , 09 3  83 , 529 39 , 753  1 3 , 606 5 4 , 009 2 16 , 4 86 
369 , 870 204 , 209 80 , 406 96 , 49 3  5 3 , 9 9 3  29 , 262 82 , 5 12 231 , 40 3 
381 , 154 215 , 569 77 , 730 112 , 690 49 , 26 3  31 , 054 9 1 , 926 234 , 060 
Source : Department of Finance , The Universi ty o f  Tennessee , Knoxville Tennessee (n . d . ) .  
...... ...... -..I 
Year 
1945 
1950 
1955 
1960 
196 1  
19 62 
196 3 
196 4  
196 5 
1966 
Highes t 
Lowes t 
S ource : 
Total 
4 
4 
5 
6 
6 
6 
8 
9 
10 
10 
10 
4 
TABLE A. 36 
TENNES SEE--S TATE AND MUNICIPAL BONDS BY BANK SIZE 
(DATA: PERCENTAGE OF TOTAL ASSETS) 
Ty2e of Bank Bank Size Determined bz Tot al Asse ts in Million Dollars · 
National S tate Under 10 10-25 25-50 50-100 100-300 300-800 
4 3 4 3 
4 5 6 4 0 0 0 0 
4 6 7 5 2 2 4 4 
5 8 8 9 6 5 3 5 
5 8 8 9 6 8 4 5 
5 8 8 9 6 8 4 4 
7 9 8 10 11 3 4 8 
9 9 8 11 12 6 5 11 
10 11 9 11 15 11 7 11 
9 11 9 11 11 1 1  7 10 
10 11 9 11 15 11 7 11 
4 3 4 3 2 2 3 · 2 
Department of Finance , The University of Tennessee , Knoxville , Tennes see (n . d . ) .  
1-' 
1-' 
co 
TABLE A . 3 7  
PER CAPITA PERSONAL INCOME TENNESSEE AND S IX ·REGIONS 
Region Region Region Region Region Region Total 
Year 1 2 3 4 5 6 State 
1950 1 , 376 741 688 1 , 10 3  538  1 , 048  995 
1955 1 , 648 9 2 8  884 1 , 444 667 1 , 322 1 , 2 70 
196 0  1 , 879 1 , 052 1 , 111 1 , 72 8  896 1 , 8 38 1 , 543  
1961 1 , 927  1 , 20 7  1 , 19 8  1 , 815 9 32 1 , 77 7  1., 620 
1962 2 , 004 1 , 230 1 , 203 . 1 , 9 16 1 , 045 1 , 848 1, 696 
196 3  2 , 052 1 , 380 1 , 322 1 , 9 7 8  1 , 103  1 , 819 1 , 7 76 
1964  2 , 16 7  1 , 46 6  1 , 369 2 , 0 83 1 , 20 3  1 , 924  1 , 87 7  
1965 2 , 327 1 , 60 3  1 , 528 2 ; 27 7  1 , 247 2 , 087  2 , 038 
Change 951 862 840 . 1 , 1 74 709 1 , 039 1 , 04 3  
Percentage 
Change 6 8  161 122 106 132 9 9  105 
Source : Corry , Ormond C . , Population and · Personal Income Es timate s : Tennessee 
Coun ties (Knoxville : Center fo r Busines s · and ·Economic Research , Universi ty of Tennessee, 1967) . 
...... 
...... 
\0 
TABLE A. 38 
POPULATION , TENNES SEE AND SIX REGIONS 
Region Region Region Region Region Region Total 
Year 1 2 3 4 5 6 S tate 
1950 484 , 193  49 7 , 70 8 176 , 7 18 667 , 781 339 , 16 8  1 , 13 8 , 444 3 , 304 , 000 
1955 562 , 9 5 7  477 , 19 7  166 , 202 69 8 , 115 314 , 872 1 , 202 , 7 86 3 , 422 , 000 
1960 628 , 6 72 469 , 331 165 , 965 n 8 , 40l 306 , 349 1 , 12 8 , 528  3 , 5 77 , 000 
196 1  644 , 941 463 , 6 35 162 , 885 7 88 , 356 311 , 5 11 1 , 1 16 , 5 39 3 , 6 30 , 000 
19 62 660 , 260 47 1 , 45 7 166 , 246 804 , 514 315 , 2 14 1 , 083 , 184 3 , 690 , 000 
196 3  6 82 ,"069 46 7 , 437 16 8 , 66 6  832 , 066 311 , 75 7  1 , 158 , 846 3 , 740 , 000 
19 64 695 , 949 47 4 , 5 6 3  1 72 , 32 7 85 3 , 105 _ 309 , 862 1 , 172 , 651 3 , 805 ,000 
196 5  701 , 652 480 , 712 1 7 4 , 714 862 , 029 319 , 429 1 , 188 , 192 3 , 850 , 000 
Change 217 , 459 (17 , 004) (2 , 004) 184 , 248 (19 ' 739 )  49 , 7 48 546 , 000 
Percen tage 
Change 45 (3)  (1)  28 (6 ) 5 16 
Source : Corry , Ormond C . ; Popula tion and Personal Income Es timates : · Tennessee 
Counties (Knoxville : Center for Business and Economic Research , University o f  Tennessee , 
19 6 7 ) . 
1-" N 0 
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